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INTRODUCTION 


T his volume contains the lectures delivered at the 
meeting of the Geneva Institute of International 
Relations held in Geneva in August 1933. 

As the eighth of the series its best introduction is its seven 
predecessors. Like them it endeavours to make a contri- 
bution to the study of current problems of international 
interest^ a contribution v/hich is best and most briefly 
described by the list of contents and the names of their 
contributors. It remains but to add that the Institute as 
such holds no thesis on any of the problems dealt with^ and 
that the opinions expressed in one or other paper represent 
the views only of the author concerned and of those whom 
he may happen to convince. 


THE EDITOR 




NOTE 


As an independent organization for the scientific study of Inter- 
national Relations the Geneva Institute endeavours to secure as 
Lecturers and Leaders of Discussion those who are generally 
recognized as authorities, wdiether they be politicians, professors, 
civil servants, publicists, or eminent officials of the League with 
practical experience of its administration. 

Particulars of the short annual session to be held in August 
1934 may be obtained from: 

The Secretary, The Geneva Institute of International Relations, 
■ 15 Grosvenor Crescent, London, S.W.i. 

The Assistant Secretary, The Geneva Institute of International 
Relations, The Disarmament Building, Quai Wilson, Geneva. 

The League of Nations Association of the United States, 6 East 
39th Street, New York City. 

and after 25 June, 1934, the American Committee, 4 rue de 
Monthoux, Geneva. 
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CHAPTER I 


A SURVEY OF RECENT WORLD AFFAIRS 

by 

PROFESSOR GILBERT MURRAY 
Regius Professor of G7'eek^^ Oxford. 

T hroughout the greater part of my lifetimCj 
before the Great War and the foundation of the 
League, there existed a civilization in which each country 
was being brought nearer to the others, in which different 
spheres and activities of the human mind were being brought 
closer and closer together, and there was a constant tendency 
towards unification. This civilization was governed by 
sixty or more sovereign independent states, each pursuing 
its own interests and each with the right at any moment, 
at its own discretion, to declare war on any of the others. It 
was, in the phrase of Mr. Lowes Dickinson, an ‘international 
anarchy’. 

How did such a system contrive to exist without disaster 
even for a generation i It was kept going only by the special 
skill and ingenuity of statesmen — as, for example, a number 
of motors in a crowded space, with no agreed rule of the road, 
might be kept from collision by the sheer skill of the drivers. 
But ultimately disaster was inevitable, for it was impossible 
to have a civilization which was almost a unity, and which 
was drawing closer and closer to unification, so utterly 
wichout any common guidance. Inevitably there came the 
great clash of the World War — ^war, which means the utter 
failure of civilization in every form — the exaltation of evil 
and disaster. 

Problems of Peace ]g 
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After the war there came an extraordinary effort of recon- 
struction, extraordinary both in its results and in the unani- 

^ j 

mity with which practically all the nations of the world 
joined together in the effort. The statesmen of the world 
had seen that things could not go on according to the 
old system^ and that there must be some organization or 
machinery which would represent the unity of the world. 

i. An Infirm Cosmos, 

What have we got now? We have not got an organ of 
world government — that is very far distant. What we have 
’ is an organ of consultation. ■ The nations of the world 
regularly consult in Geneva every four months, and, when 
necessary, a great deal more frequently. That in itself is an 
enormous advance: the beginning of a "^cosmos’. 

The Greeks invented that word ‘cosmos’ when they dis- 
covered that the stars in their orbits, the sun and the rfioon, 
were all obeying a law^ and that the orbit of each planet was 
part of the tremendous world order. They applied the 
word ‘cosmos’, which simply means order or arrangement, 
to the whole universe. 

But in the beginning of our world cosmos there is one 
serious weak point as it now exists. The ultimate decision 
in every case of a dispute rests, not vrith the wTole community, 
but with the individual State. Whenever the interest or 
desire of any one State is pitched against that of humanity as 
a whole, the decision is given by that State. To that degree 
every State remains sovereign and independent. We have, 
therefore, not an anarchy but what might be called an 
‘infirm cosmos’. 

I think we should not forget that the society in which 
we are living is extraordinarily vigorous and progressive. 
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There have been very few times in the history of the world 
which have been so marked by the progress of science and 
mechanical invention. In social matters also the advance is 
extraordinary. There is constantly a greater skill in organi- 
zation and a greater development of what is called the 
'social conscience’. There is a greater determination among 
the mass of the people that great wrongs shall not continue 
if they can possibly be remedied. For example, we feed and 
clothe and even educate ^r unemployed. In the Adiddle 
Ages they would have been left to die, just as to-day they die 
in China and in Russia and in any place where there is not 
an effective social organization and a strong social conscience. 

You can also trace the vigour of our society by the way 
in which nations such as France, a few years ago, and the 
United States now, make efforts of a spirit and energy almost 
unparalleled to recover from disasters that have overtaken 
them. The effort made by my own country, Australia, has 
been almost equally remarkable. It is, therefore, a strong 
and vigorous society which is now attempting to form a 
world cosmos, although an infirm one. • 

On this infirm cosmos there has come a tremendous shock, 
a shock unparalleled in history — the gigantic economic crisis, 
culminating in the thirty millions of unemployed people. 

ii. The Causes of the Crisis^ 

If anyone be still in doubt as to why this great disaster 
has occurred let him refer to the report of the World 
Economic Conference of 1926-7. That was a conference 
of experts (/T. of people who knezv emiomics). There has 
since been another World Economic Conference of Gov- 
ernments, who no doubt knew something or other, but who 
certainly did not know much economics ! 
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The Economic Conference of the experts unanimously 
decided that there was more wealth in the world and more 
power to produce wealth than ever before^ but that there 
was a 'maladjustment’. This had arisen partly owing to the 
over-production v/hich had been stimulated by the war and 
increased by technological inventions. Another factor, also 
due to the stimulus of the war, was the industrialization 
of countries which had formerly not been industrialized. 
There were also incidental maladjustments caused by war 
debts, the consequent hoarding of gold and the like. 

People say there was a breakdown of the old laissez-faire 
svstem: but we should remember that there was no laissez- 
faire system in existence. There was only a queer jumble 
of laissez-faire here and violent nationalistic protection 
there — the same lack of anything like world order or 
organization. What was needed was the bringing of a 
cosmos into the world economic life. 

This was all analysed very carefully and ably by the World 
Economic Conference of 1926-7, and I think it is no 
exaggeration to say that if the advice of that Conference 
had been taken by the Governments there would be no 
crisis now, or, at any rate, the crisis would be vastly less 
acute. A great effort was made by two or three Govern- 
ments and by important private societies in many countries, 
to try to get the Governments of the world to take that 
advice, but the attempt failed completely. 

Hence we have the present state of affairs. Each Govern- 
ment, instead of taking the advice of the economists of 
the world and trying to get some world order into economics, 
preferred to follow what seemed to be its own interest and 
to tackle the difficulty by means of economic war. 

Following upon that situation, there was the present 
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""World Economic Conference in London and, for perfectly 
simple reasons, that has been, with certain small allowances, 
a very great failure. 

I do not v/ant to criticize any particular person, but I 
remember that in Canada one important minister, a very 
able and high-minded man, won his election on the cry 
Canada First’ ! I expect it was the same in other countries. 
Is it remotely probable that the Canadian electorate as a 
whole would not put Canada first? Of course they would. 
When a man comes to an electorate already disposed by 
every natural instinct to put their own interests first, and 
passionately urges them to put themselves first, the result is 
that they must put themselves quite wildly and unreasonably 
first. And so, having had a movement of this sort in most 
of their countries, the delegates went into an economic 
conference where one said, ^Now, we must all agree to put 
Canada first’; and another said, ‘Australia first’ — I confine 
myself to the British Empire in order not to be offensive 
to other nations — while another said, ‘I'hat’s right, except, 
of course, that it ought to be South Africa first’. 

Naturally, the Conference broke. Each Government 
wanted to fight for itself. There was again the lack 
of the spirit of world order, the spirit which subordinates 
the nation’s immediate interest to the interest of the whole 
community of nations. In fact I think the main reason, 
although there are some contributing causes, of the great 
economic depression is what we may roughly call ‘economic 
nationalism’. 
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iii. Reason or Violence? 

The shock has been terrible and in a great many countries 
it has brought about revolution or collapse. From this, 
however, I would draw a conclusion which may to some 
people be slightly surprising, but, as far as I can judge, is 
absolutely warranted by the facts. It is the enormmus value 
of a sound parliamentary tradition. Amid all their misfor- 
tunes, Great Britain, France, Switzerland, Holland, Belgium, 
Denmark, Norway, Sweden, and perhaps, for other reasons, 
Czechoslovakia, are standing stable and safe. Not a single 
country with a sound parliamentary government and the 
immense moral training of parliamentary government has 
had revolution or collapse. Almost all those who have not 
this tradition have collapsed or suffered a revolution. 

A people cannot manage to govern itself — and that is the 
essence of parliamentary government — unless there is spread 
through the population a certain large power of self-control 
and self-restraint, and a very considerable trust in the honesty 
of the people who are elected. 

I do not want to say anything too indiscreet about other 
countries, but there is in Japan a militarist government 
which came into pow'-er after a series of assassinations and 
acts of terrorism, and which has plunged into a war which 
the world has universally condemned. 

In Russia there is certainly an interesting experiment 
being made, but consider the miethods by which this experi- 
ment was reached. One of the methods was the exter- 
mination of the middle class. Personally, I am quite in- 
terested when people express to me their political ideals, and 
I do not much mind whether I live in a Communist State 
or a Monarchist State, but when a man says to me: ‘Here 
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is my ideal ; it is perfectly splendid ; you see how happy and 
prosperous everybody will be if I once get my way, but I 
must first massacre or beat to death or imprison some thou- 
sands of people’, I say at once that I prefer some other ideal. 

The trouble is that these revolutions and collapses have 
been mere failures of civilization : they have not been well- 
thought-out plans which a prosperous and successful State 
has deliberately put into operation. They have been the 
result of extreme misery, injustice and the madness thus 
caused. The very reason why I sometimes feel charitably 
towards revolutions is that they have been caused by such an 
infinite abyss of suffering. 

There is a curious appeal to human nature in violence. 
Violence seems at the moment to solve all difficulties. You 
select some object for your rage, you destroy it, or, as I 
remember hearing one revolutionary orator advocate, you 
‘find your enemy and give him hell’ ! There is no doubt 
that the less stable elements in the old and firm democracies 
have been fascinated by these outbreaks that look at first 
like a bold step, but are really mere failures of one country 
after another in the business of governing itself. 

In addition to its fascination, violence has another terribfe 
effect. It produces counter-violence. It drives out the 
forces of wisdom and moderation. That is all wTong. We 
who believe in the League of Nations must realize that we 
do not want to help Nazis to kill Communists, or Commun- 
ists to kill Nazis : we do not w^ant to kill enemies or to make 
enemies, we want to make friends, to make associates, to 
listen to all people have to say and to treat them reasonably. 
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iv. Dictatorships and the League, 

It is worth noting that whereas in all previous ages it 
was the successful soldier who established himself as dictator, 
among all our dictators to-day only one, as far as I can 
remember, has had any particular military distinction. 
Mustapha Kemal v/as a remarkable soldier. The others 
have only been remarkable demagogues, or operators in mass 
psychology. From this we can draw one very comforting 
conclusion: they will not go to war. For they know that 
if they did a real soldier would have the limelight and not 
the present dictator. 

Nevertheless the existence of these dictatorships, which 
are so strongly nationalist and which make the edges of every 
nation sharp and hard, makes the necessity for a League 
of Nations, an organ of world consultation, much greater 
than it was before. If the world was divided among a great 
many thoroughly pacific, just and liberal-minded nations, we 
could conceivably manage without regular consultation but, 
as things are to-day, consultation is absolutely necessary, or 
disaster will come. 

On the other hand, there is no doubt that the establish- 
ment of the dictatorships and the highly nationalistic States 
does militate against all the ideals for which we and the 
League of Nations stand. In some of these countries the 
people who have spoken and written boldly in favour of 
the League of Nations spirit are now most of them either 
exiled or in prison, if they are still alive. That, naturally, 
is very serious. If there is merely an organ of consultation 
which must of necessity be used because of the danger of 
not using it, but without the real spirit of co-operation I am 
not sure how long it can continue. On the other hand, 
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it must be remembered that in general tendency, order lasts 
and disorder does not: revolutions do not last. In Spain and 
Greece we have seen a return from a military dictatorship. 
We have had great countries like Italy and Russia, not, 
indeed, changing their system of government, but com- 
pletely changing their attitude in foreign policy. Both of 
these countries are now decidedly influences for peace and 
co-operation. 

There is, however, little doubt that the energy which is 
to make civilization one and our social institutions stable 
must, in the main, come from the parliamentary nations. 
We are much stronger than the others, partly because we 
stand together while they stand against each other, and 
partly because the three greatest Powers, Britain, France, and 
the United States, belong to the parliamentary nations and 
the middle-sized nations are almost unanimously on the 
same side. How very remarkable, for instance, was the 
action of what were called the ‘Straight Eight’ during the 
Disarmament Conference. The eight middle-sized nations 
all saw that the interest of the world was identical with their 
own interest, and that there must be disarmament. 

V. Some Results of the Crisis, 

What have been the results of this great shock on policy? 
The first result, as I have already mentioned, is that the 
World Economic Conference, which, if it had been properly 
prepared and if the Governments had been ready to follow 
the advice of the Economic Conference of experts in 1926-7, 
might have been an enormous success, has been a failure. 

One has to remember, perhaps, two small consoling 
factors: one is that, although as a world conference there 
was failure, it is quite likely that some smaller incidental 
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agreements may emerge from it which will greatly relieve 
the distress. The other is that the first conference of people 
who are in disagreement hardly ever succeeds. I think it 
is quite possible that this first meeting of the Economic 
Conference has given such a shock to ail the Governments 
that when they meet again^ with their present experience, 
they will probably get much nearer to some common action. 

The second result of the crisis was the still greater failure 
over the handling of the problem of Manchuria. It is not 
merely that the League failed to prevent war in an extremely 
distant part of the world, conducted by a powerful people 
who were not affected by European opinion. What was 
fatal was that the Great Powers of the League, because 
they found any other course would be difficult and awk- 
ward for them, failed to keep the promise they had given 
to the world. That breach of faith has, without doubt, 
sent a profound current of mistrust through the whole of 
civilization. 

I do not think it is any good saying the Great Powers 
failed because Mr. A. B. was weak and Mr. Y. Z. was so 
wicked. They failed, roughly, because this infirm world 
order on which the great shock had just fallen was in weak 
health and did not react healthily and normally. It is- 
‘ always interesting to remember that the Japanese made their 
first illegal aggression at a chosen moment, immediately 
after they had the news of the mutiny of the British fleet, 
which they greatly exaggerated, and in the same week that 
Great Britain went off the Gold Standard. The British 
Government, or any other Government, would be tempted 
to say at such a time, Tor Heaven’s sake don’t trouble us 
with the Far East, There are all sorts of things immediately 
before us that vitally affect the whole life of Great Britain. 
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We cannot be bothered about Manchuria.’ A great many 
other nations were in the same position. 

The failure of the League in Manchuria was a failure 
of civilization, and civilization failed because it was in such 
a weak condition, owing to the economic crisis and other 
reasons. 

However, the failure, although very grave, is not com™ 
piete. The League succeeded in doing in the case of Japan 
something that has never before been done in the history 
of the world. It got Japan and China to agree that an 
International Commission should be sent out to the spot 
to examine the facts and publish a report. I need not say 
how admirably that Commission did its work. If similar 
crises should arise in the future it seems almost certain that 
a similar Commission must be appointed. War is no longer 
the private affair of two nations. 

Then it is something to have had the Assembly unani- 
mously supporting the Lytton Report and definitely con- 
demning the aggressive war of Japan, 

I find, too, that whilst the enemies of the League rejoice 
in the League’s failure, most people in most countries 
condemn Great Britain and the United States. All over 
the world they say, ‘This is all wrong; Japan ought not to 
be allowed to make war on China’. Now I cannot imagine 
that in the 1890’s there would have been any general indig- 
nation of this sort. People might have blamed Japan for 
making the war, but they would not have thought of blaming 
the British Government, or the American Government, for 
not stopping Japan from making war on China. That this 
happens to-day is a very definite advance of public opinion, 
which we must not forget. 

I should, therefore, say that the Manchurian problem 
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was, to put it in military terms, a bad defeat for civilization, 
but a defeat in a territory which until 1919 civilization 
would never have dared to occupy. 

Of course the issue is not yet decided. There is a Com- 
mittee of the League still at work. There may possibly be 
found some comparatively satisfactory conclusion, or there 
may be some much greater disaster than anybody anticipated 
in the past. I remember Sir Edward Grey saying to me that 
the great rule in all international relations was never to be 
false to your v/ord. The results of the breaking of a promise 
might be almost infinite. 

In this case a promise has been broken, and the future 
remains unknown. 

vi. The Ordinary TVork of the League. 

Let us turn from those two great failures to the ordinary 
work of the League, which has hardly been disturbed. 

There have been two wars in South America, one of 
which was stopped and the other of which is probably going 
to be stopped, or at any rate checked. 

The dispute between Great Britain and Finland was 
settled. 

The dispute between Great Britain and Persia was settled. 

A dispute between Poland and Danzig — on a small point, 
but in that particular region even small points are very 
dangerous — ^was settled within a fortnight by the League. 

In Liberia the civil war — if it could be so called, for it 
was more like a massacre — ^was stopped. The beginning 
at least of some sort of redemption for that miserable territory 
was set well on foot. 

The health work of the League, the history of which 
reads almost like a fairy tale, has been going steadily ahead. 
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Things have been done which^ a generation ago, would have 
filled the world with wonder. Malaria, plague, pestilence in 
the Far East, and so on, are being progressively checked. 

Progress has also been made with the slavery question. 
It is now two thousand six hundred years since Greek 
philosophers began to argue that slavery was contrary to 
nature and ought to be stopped, and for all that time the 
world has failed to stop it. But now, step by step, we are 
moving towards its total abolition, and, at last, the League 
has set up its Permanent Commission to see that slaverv> 
and conditions akin to slavery, are swept out of the world. 
That is a great thing, but even here it is not difficult to see 
the weakness of civilization, of which I have spoken. The 
nations agreed to set up their Permanent Commission but 
could not provide any money for it! It is hoped that they 
will have the money next year. 

Then there has been the work on the drug traffic; like 
some other evils, the drug traffic, when it is suppressed in 
one place, is very apt to arise somewhere else. The Japanese 
Government are accused of encouraging it, and making a 
large profit from it. Nevertheless the traffic has been 
stopped in a great many places where it was bad and a world 
convention is now working. 

vii. Disarmament, 

Finally there is the greatest task of all, that of disarmament. 

I remember a man whose opinion I value very highly saying 
to me some months ago that there were two great Confer- 
ences before the world. He said that if both succeeded 
they would secure peace and prosperity for the world greater 
than it had ever known before: if both failed, there would 
be famine, revolution, war, and, he went on to say, ‘all the 
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politicians will be lynched!’ He thought also that if dis- 
armament were achieved, the other Conference would also 
succeed. If the Disarmament Conference failed, the other 
could not succeed. As it happened, the Economic Confer- 
ence began before disarmament had been carried through. 

¥/hat is the present state of affairs? The first very 
important thing to remember is, as M. de Madariaga has 
pointed out, that there are practically no technical difficul- 
ties left. The Conference now knows what armaments 
ought to be abolished if general security is to be produced. 
There are only political difficulties left. That is an enor- 
mous advance on the state of things at the beginning of the 
Conference. A distinction has been clearly drawn between 
the armaments that facilitate and make possible an invasion, 
and those v/hich may prevent an invasion. 

Secondly, all the small and medium-sized nations of the 
world are strongly in favour of disarmament. Anybody 
who has been present at the Disarmament Conference will 
realize it. The whole difficulty lies with a few Great 
Powers; and my opinion, judging from England and F ranee, 
is that any Government which thinks that it is risking its 
popularity by going in strongly for disarmament is making 
a most profound mistake. I believe that public opinion in 
both those countries is ready to follow with enthusiasm a 
policy of peace and disarmament. 

Thirdly, it is definitely agreed that Germany must have 
equality, and, consequently, no small measure of disarma- 
ment would be any good. Any measures that are carried 
through must be pretty radical, because nobody in the world 
will feel safe if Germany is permitted to have large armaments. 

The interest of the world is really compelling in this 
matter. We must have some sort of agreement, because 
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the other nations of Europe cannot consent to Germany 
again becoming a great military Power. However much 
they dislike their own disarmament^ they must realize that 
to have Germany^ in its present frame of mind^ a great 
militarv Power is something that cannot be faced. For mv 
ov/n part, therefore, I think the Disarmament Conference 
will be achieved. 

There is only one great hitch. Have we forgotten Japan ? 
It may be impossible to carry out much actual disarmament if 
Japan stands out and goes on increasing her Army and Navy 
as she is at present. On the other hand, it is quite possible 
to make a conditional agreement, and it would in any case 
be almost essential to allow some fairly large time-limit 
within which the reduction takes place. It is in my opinion 
likely enough that within a period of, let us say, five years, 
the temper of Japan and the Government of Japan will be 
something exceedingly different from what it is now. In 
any case, the Japanese problem is mainly naval, so that even 
at the worst it would not be quite fatal to a reduction of 
the land armaments of Europe, and it- is they that constitute 
the greatest danger for the world. 

vii. Our Responsibility. 

Is there anything that ordinary private citizens can dol 
The curious thing is that we matter. Each one of us, when 
he thinks, ‘What can I do in these enormous world problems V 
feels himself to be absolutely negligible. Nevertheless, we 
know quite well that if ordinary people in all countries of 
the world are, as it were, really praying for peace and order 
— if v/e are with all our heart desiring this establishment of 
a cosmos or some world order that will help towards building 
that great city of men and gods of which Greek philosophers 
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dreamed — tlieii undoubtedly we have what Bismarck used 
to call the imponderables’ on our side. We have a force 
which cannot be measured or weighed, but which, in the 
end, cannot be resisted. 

I would say to you, ‘Keep your faith’. This has been 
a dark year for the League. In England, at any rate, we 
have the Press against us, we have the present House of 
Commons very largely against us, we have against us ail 
kinds of odds. This is the time to keep faith. In a year or 
two things will probably be different, and the people who 
have lost their faith now will be joining us again. 



CHAPTER II 


NATIONALISM AND THE LEAGUE OF 
NATIONS TO-DAY 

hy 

PROFESSOR WILLIAM E. RAPPARD 
Director of the Graduate Institute of International Studies^ Geneva. 

i. Introduction. 

T he world to-day is appallingly interesting. It is 
interesting, because it is changing so fast. It is 
appalling, because almost every change we have witnessed 
in the course of the last years has been a change for the 
worse. 

As mankind is ever proceeding from the past, through 
the present, towards the future, all change may, in the 
purely dynamic sense of the term, be called progress. If, 
however, we seek to estimate the value of change in terms 
of human welfare, as also if we consider it in the light of 
the goals pursued, the most significant recent changes in the 
political and economic spheres are clearly reactionary. 

For generations and, in some cases, for centuries, all 
nations within the orbit of our Western civilization have, 
through wars and revolutions, been striving to secure for 
all their members greater physical and moral security, greater 
political equality, greater individual freedom. Greater 
security, that is more assured protection against the violence 
of their fellow-citizens and against the arbitrary oppression 
of their Governments. Greater equality, that is less dis- 
crimination on grounds of race, of sex, of religious and 
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philosophical creed and of social position. Greater freedom, 
that is more latitude for the self-expression and self-assertion 
of the individual in the face of the authority of tradition 
and of the State. Guarantees for the protection of the 
fundamental rights of man, the abolition of arrest without 
trial and of imprisonment for debt, the suppression of slavery, 
the extension of the suffrage to ail and thereby the subor- 
dination of the Government to the will of the people, that 
is of the majority of all the people, parliamentary control 
of the budget, that is no taxation without representation, 
the recognition of the freedom of thought, of speech,- of 
assembly, of the Press, the independence of the judiciary 
and the autonomy of the university, such are some of the 
ideals for which our fathers, grandfathers, and great-grand- 
fathers fought, bled, and died. Such are some of the con- 
quests of human dignity over barbarism, of knowledge over 
ignorance, of right over might, which they triumphantly 
achieved and which they proudly bequeathed to us. And 
such are some of the ideals which, after the greatest struggle 
in human history, we, their children of the twentieth cen- 
tury, through stupidity and cowardice are, sometimes with 
the blind enthusiasm of mad fanaticism and sometimes with 
the dull resignation of impotence, disavowing, renouncing, 
abandoning. The individual, the family, the local or regional 
community, everything and everybody is being sacrificed to 
the State. The State itself, once held to be the protector 
and the servant of the people, is in several countries of our 
Western civilization being turned into a weapon for oppres- 
sing its own citizens and threatening its neighbours, accord- 
ing to the capricious will of one or of a few self-appointed 
individuals. These individuals, whether they style them- 
selves chiefs, leaders, or dictators, are all what free men of 



of Nations To-day ig 

all times, under all climes, have combated as tyrants. They 
are to-day acclaimed as heroes by hundreds of thousands of 
European youths, welcomed as saviours by millions of 
European bourgeois, and accepted as inevitable by tens of 
millions of European senile cowards of all ages. 

If, as I expect, I am accused of exaggeration, I beg my 
hearers to take a sketch map of the world. Let them mark 
in black the areas subjected to regimes such as I have 
indicated, and leave in white those which are governed in 
conformity with the ideals of freedom which inspired the 
British, the American, and the French revolutions of the 
seventeenth and eighteenth centuries. I accept their judge- 
ment as to the present state of the world and particularly 
of Europe. 

Is it surprising, under these circumstances, that the League 
of Nations, which some of its founders wished to call the 
League of free Nations, should be undergoing a crisis so 
severe as to menace its very existence.? The League of 
Nations is an attempt to realize, on the international plane, 
the ideals of government which its founders rejoiced in 
within their own respective countries. Human freedom,' 
guaranteed by the organized community against the aggres- 
sion and the oppression of the violent few, human welfare, 
promoted by the spontaneous and orderly co-operation of 
all for the benefit of all, such were the national ideals of 
President Wilson, of Lord Robert Cecil, of General Smuts, 
of Leon Bourgeois, which they formulated in the Covenant 
for the benefit of the international community. As long 
as this conception of the good life, national and international, 
remains that of a sufficient number of sufficiently convinced 
and powerful members of the League, so long will the League 
endure. But only when it becomes that of the overwhelming 
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majority of the human race and is recognized and proclaimed 
as such by their Governments can the League truly prosper. 

Students of the League of Nations in 1933 should realize 
to the full its present plight and seek to understand the reasons 
thereof. Especially is this true of those who study the 
League not merely with a desire to satisfy their own scien- 
tific curiosity, but also with the will to contribute to the 
success of its endeavours and to the triumph of its ideals. 
Official optimism, always a nauseous dish for the mind of 
the honest, if it could perhaps in prosperous times be excused 
as a useful stimulant for the will of the feeble, would to-day 
act as a sickening and deadly opiate on the minds and wills 
of all. Not only the friends of truth, but especially also 
the real friends of the League, should therefore to-day, 
meeting at its bedside, take full cognizance of the gravity 
of the patient’s condition and inquire into the real nature 
and causes of his illness in order to be in a position to deter- 
mine and to recommend the necessary remedies. 

That the League is ill will doubtless escape the attention 
of no observer, no matter how casual, how superficial or 
how blindly optimistic. To be sure, the new buildings are 
progressing, or — to avoid that ambiguous term — -being com- 
pleted. To be sure, committees and sub-committees are 
continuing to meet, interpreters to interpret, precis writers 
to draft minutes, officials to produce intelligent memoranda 
and delegates to deliver lengthy speeches. To be sure, the 
States members of the League are continuing to pay their 
contributions, although somewhat less promptly and fully, 
and to send representatives to Geneva, although perhaps not 
as many nor as influential representatives as some years ago. 
To be sure, most of the political, administrative, and tech- 
nical activities are being carried on and some are achieving 
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results truly useful for the States themselves and for their 
mutual relations. To be sure, finally, the main conferences 
summoned by the League have never been attended by as 
many official delegations and the co-operation of non-member 
States, particularly the United States and Soviet Russia, has 
never been as continuous, as intimate, and — one would like 
to be able to add with more confidence — ^as fruitful, 

I would be the last to underestimate the real importance 
of all the work done by the League and its servants and, 
thanks to the League, by the States themselves, their Gov- 
ernments, and their delegates. The very existence of the 
Covenant, even if its provisions are sometimes violated, and 
the very existence of the League, even if its recommenda- 
tions are often disregarded, are politically valuable, as is 
morally valuable the conscience of the most inveterate sinner. 
They offer an occasion for international discussion which, 
even when it leads to no positive results in the form of 
agreements, does most helpfully contribute to mutual under- 
standing. The ease with which such discussions are initiated 
and the atmosphere of orderly freedom and impartiality in 
which they are pursued are gains which the world owes 
the League and which enlightened and unbiased pre-war 
statesmen and students never tire of emphasizing in the light 
of their own less fortunate recollections. Furthermore, 
besides this advantage which a knowledge of the past brings 
to our attention, there is another perhaps still more significant 
advantage which the future may reveal. The Covenant 
and the League, by their very existence, continuously offer ■ 
the world the opportunity of constructive alternative policies 
to those which, in spite of the Covenant and of the League, 
are so generally and so disastrously being pursued to-day. 
When contemporary statesmanship will have exhausted the 
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cruelly disappointing possibilities of the exclusive nationalism 
to which it is condemning the world, it may well revert to 
the Covenant and find therein both consolations and exhor- 
tations similar to those which the surviving politicians of 
the Southern Confederacy, after the Civil War, doubtless 
found in President Lincoln’s speeches and messages. 

That the world is better off to-day for the League of 
Nations is obvious to my mind. But that the League of 
Nations is very badly off in a world disloyal to its Covenant 
and indifferent to its promises, strikes me as no less obvious. 
It is to a brief attempted diagnosis of the League’s illness 
that the remainder of this paper will be devoted. 

Besides and overshadowing its many varied activities, to 
which allusion has already been made and whose importance 
has already been recognized,, the League has, in the course 
of the last year, been engaged in three major enterprises: 
the attempted peaceful settlement of the Sino-Japanese dis- 
pute by the Council and the Special Assembly; the attempted 
reduction and limitation of national armaments by the so- 
called Disarmament Conference; and the attempted world 
economic reconstruction by the Monetary and Economic 
Conference., .Three major attempts, three major failures. 

It is now my unpleasant but necessary task to show briefly 
but quite ruthlessly that, how, and why these attempts were 
failures. In order to make my purpose in so doing clear, 
I find no better analogy to evoke than that of the dental 
surgeon and of his equally unpleasant, necessary, and ruth- 
less task. A very discreet allusion, I hope, will suffice, when 
I say that no tooth is ever well filled unless the decayed 
cavity be completely cleared of all soft matter, regardless 
of the momentary 'comfort of the patient and even of the 
life of some of his nerves ! 
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ii. The Sim-Japanese Conflict. 

Of the three failures of the League with which I have 
now to deal, that of the settlement of the Sino-Japanese 
conflict is perhaps the most serious in itself and the most 
far-reaching in its repercussions, as it is certainly the most 
spectacular. 

It was a failure first because it led to an open breach of 
the Covenant, -as well as of at least two other International 
treaties, by a State permanently represented on the Council. 

That the attitude of Japan towards China in Manchuria 
and in Shanghai and towards the League in Geneva was an 
example of the open, just, and honourable relations between 
nations’ which the signatories of the Covenant prescribed 
unto themselves in its Preamble; that Japan displayed the 
will to make ‘of the understandings of international law’ ‘the 
actual rule of’ its ‘conduct among Governments’; that its 
policy was characterized by the desire to maintain ‘justice 
and a scrupulous respect for all treaty obligations in the 
dealings of organized peoples with one another’ — all that 
cannot honestly be asserted. The undoubted and much- 
stressed fact that the Chinese of to-day cannot be described 
as an ‘organized people’ does certainly not relieve Japan of 
its international obligations towards China, nor would any 
responsible Japanese statesman before the outbreak of 1931 
have claimed that it did. 

That Japan has since that date respected and preserved 
‘as against external aggression the territorial integrity’ of 
China, as she was bound to do under Article 10, cannot 
seriously be held by anyone. That the conflict was examined 
by the Council and by the Assembly at the request of China, 
that after much hesitation, delay, negotiation, and inquiry. 
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the Assembly rendered the report called for under the pro- 
visions of Article 15, and that that report was 'unanimously 
agreed to by the members . . . other than the Representatives 
of one ... of the parties to the dispute’ are matters of common 
knowledge. That China accepted the report and complied 
with its recommendations and that Japan was therefore 
legally debarred, under Article 15, paragraph 6, to 'go to 
war’ with her cannot be denied. In order therefore to free 
Japan, who pursued her aggression after the verdict of the 
Assembly, of the accusation of having violated her under- 
takings on this point, one has to claim that the continuance 
of the use of organized military force against complying 
China is not synonymous with ‘going to war’. When a 
case can be made to rest on no better arguments than on 
such verbal quibbles, it is assuredly desperate. 

No, Japan has openly broken her international pledges 
by initiating, pursuing, and bringing to a successful close an 
aggression against one of her neighbours, like her a member 
of the League, and by w’antonly disregarding all contrary 
provisions of the Covenant. Her decision to leave a League 
of Nations so contrary in its fundamental principles and in 
the unanimous views of its so different members to the 
present temper of her Government, is a tacit admission of 
the fact, if further proof were necessary, which is obviously 
not the case. 

For this first reason alone the Sino-Japanese conflict has 
been a misfortune for the League. To have lost, morally 
through his felony, and materially through his resignation, 
a charter member, is for the structure of an already weak 
League a very serious blow. 

That, however, is not in my estimation the gravest aspect 
of the matter. The League was created to maintain peace. 
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if need be among its own members. That one or several 
of them might resort to war in disregard of their pledges 
was foreseen and provided for by its founders. One may 
even say that the League would forfeit most of its justi- 
fication if such an event could be dismissed as being without 
the realm of practical politics. That Japan has violated the 
Covenant is in every sense deplorable. But so far we have 
noted no fact that has humbled the League or shaken its 
authority. 

The second and much more serious aspect of the dispute 
from the point of view of the League is that Japan violated 
the Covenant not only^ as we have seen, with defiance, but 
also with complete impunity and therefore, as far as one can 
judge historical events which have not yet run their full 
course, with complete success. Thereby she has dealt a 
crushing blow not merely to the structure of the League, 
but to its prestige and to its raison (Titre in the eyes of the 
world. The machinery expressly set up under the Covenant 
for the maintenance of peace and the protection of the law 
abiding has lamentably failed to function or, what is perhaps 
more accurate but hardly more hopeful, it has functioned 
only verbally and not actually. Like a motor in action, 
unhitched from the car which it was destined to draw, the 
machinery of the League has been turning for nearly two 
years. But it has, amidst the protests, denunciations, com- 
plaints, and imprecations of its engineers, left stranded by 
the roadside the chariot of peace and justice it was intended 
to propel on a course of triumphant achievement. 

This failure is equally grave in its immediate cause and 
in its direct and indirect consequences. 

Its immediate cause is to be found in what may brutally 
but not inaccurately be called the disloyalty to the League 
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of all the States its members. As we have seen, in effect 
and in spite of all the legalistic subtleties which have been 
produced to disguise the fact, Japan resorted to war in dis- 
regard of her covenants against a State which had accepted 
the unanimous decision of the other members of the League. 
This very case is provided for under the Covenant by 
Article i6, the first three paragraphs of which have no 
other purpose but to organize the protection of the victim 
of unjustified aggression. Just because, for the reasons we 
are deploring, those provisions were hushed out of existence 
in the final stages of the Sino-Japanese discussion in Geneva, 
they shall be quoted m extenso here. They read as follows: 

^(i) Should any Member of the League resort to war in 
disregard of its covenants under Articles 12, 13, or 15, it shall 
ipso facto be deemed to have committed an act of war against 
all other Members of the League, which hereby undertake 
immediately to subject it to the severance of all trade or financial 
relations, the prohibition of all intercourse between their nationals 
and the nationals of the covenant-breaking State, and the pre- 
vention of all financial, commercial, or personal intercourse 
between the nationals of the covenant-breaking State and the 
* nationals of any other State, whether a Member of the League 
or not. 

‘(2) It shall be the duty of the Council in such case to recom- 
mend' to the several Governments concerned what effective 
military, naval, or air force the Members of the League shall 
severally contribute to the armed forces to be used to protect 
the covenants of the League. 

J3) The Members of the League agree, further, that they 
will mutually support one another in the financial and economic 
measures which are taken under this Article, in order to minimize 
the loss and inconvenience resulting from the above measures, 
and that they will mutually support one another in resisting 
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anv special measures aimed at one of their number by the cove- 
nant-breaking State, and that they will take the necessary steps 
to afford passage through their territory' to the forces of any 
of the Members of the League which are co-operating to protect 
the covenants of the Leagued 

Japan^ as we have seen, violated her covenants not to 
resort to war. But who, after examining carefully and 
frankly the situation in the light of the just quoted clauses, 
can in all intellectual honesty deny that Japan’s example was 
followed by her fellow-members.^ Under paragraph i of 
Article i6, they undertook to apply certain specific sanctions 
to the covenant-breaking State, but in fact there has, on 
their part, been no ‘severance of all trade or financial rela- 
tions’, no ‘prohibition of all intercourse between their 
nationals and the nationals of the covenant-breaking State’, 
no ‘prevention of all financial, commercial, or personal inter- 
course between the nationals of the covenant-breaking State 
and the nationals of any other State’. And there has of 
course been no consideration by the Council, in pursuance 
of what would have been its duty under paragraph 2 , of 
the ‘effective military, naval, or air force the members oF 
the League shall severally contribute to the armed forces 
to be used to protect the covenants of the League’. 

On the contrary, far from being isolated and outlawed, 
as the Covenant, to say nothing of the Kellogg Pact, pro- 
vides, Japan is being treated by her associates in the I.eague 
with all the consideration due to an equal and powerful 
accomplice. Thus the failure of the international com- 
munity to live up to its duties of self-protection in the person 
of each of its members, which is the immediate cause of the 
inefiicacity of the peace machinery in the case of the Sino- 
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Japanese dispute, has been a third factor of the League’s 

weakness. 

A fourth is to be found in the consequences of this col- 
lapse. By failing to protect China^ the League has dis- 
appointed not only the Chinese victims of its impotence, 
but its other friends and supporters all over the world. By 
forfeiting their confidence in its ability to meet the emer- 
gencies it was essentially created to meet, it has rendered 
immeasurably more difficult propaganda in its favour. When 
one realizes the importance of public opinion in international 
affairs, that loss which, in its turn, entails a diminution of 
the League’s vitality, seems almiost irreparable. Not the 
man in the street alone, but also all thoughtful and respon- 
sible statesmen, are tempted to conclude from the League’s 
paralysis in the Sino-Japanese dispute, that it can under no 
circumstances be looked to as a protector of the victims of 
any aggression that may take place in future. This view, 
which is very widely held and has even been openly expressed 
in official League circles, is the major cause of the League’s 
second failure, in the sphere of disarmament. 

Before turning to that, we must seek to discover, behind 
the outstanding facts just recalled, the deeper causes of the 
League’s impotence in the Sino-Japanese dispute. These 
causes, which I will state with the same frankness shown 
in describing their effects, explain and thereby to some extent 
may excuse the failings of the League. 

The first of these causes I see in the deplorably dis- 
organized state of China. When a country is palpably 
unable to govern itself, when even under the stress of foreign 
invasion its rival governments, generals, and armies cannot 
sink their differences in a common effort of national defence, 
when its principal leaders are so uncertain of their own 
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policies and so fearful of the consequences of drastic action 
that they refrain from breaking off their diplomatic relations 
with the aggressor against whom they claim the protection 
of the rest of the worlds then surely there is some excuse 
for the rest of the world if it is reluctant to engage its last 
resources in an attempt to secure that purpose. 

A most unsatisfactory customer for the League China is, 
not only by reason of its internal state, but also by reason 
of its geographical position. It so happens — and friends of 
the League like to think that it is no mere accident — that 
Japan’s victim is placed between two other Great Powers, 
neither of which is a member of the League. Without the 
co-operation of both Soviet Russia on land and of the United 
States on the sea, it is difficult to conceive of a possible 
military action in favour of China against Japan.* And 
without the co-operation of either, it is clearly impossible. 
Now, not only the military but even the economic co- 
operation of the United States and of the Soviet Republic 
were unavailable in Geneva. They were, in fact, so 
obviously unavailable, that they were not even sought!"" ' It 
is uncertain whether they would have been really welcomed 
in the leading capitals of Europe, even if they had been * 
available. But who doubts that Japan’s aggressive action 
was materially facilitated by the absence from the Council 
and the Assembly of the representatives of the Soviets and 
that it was not substantially impeded by the intermittent and 
almost casual appearance of American observers? 

These two circumstances alone might have explained the 
inability of the League to bring about a fair and peaceful 
settlement of the Sino-Japanese dispute. For neither could 
the League nor any of its leading members be made respon- 
sible. Had there been no other impediments, the lesson 
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tausht by the events would have been simple or rather, if 
one may use the phrase, simply double. On the one hai , 
China Laid have been reminded once again of the wisdom 
of the saying concerning Heaven’s helping only those who 
help themselves. On the other hand, the League would 
once more have been made to realize the advantages, nay 
the necessity, of its becoming universal in membership. 

But although the Sino-Japanese conflict has undoubted y 
revealed these two impediments and brought _ home t ese 
two lessons, it would be a most superhcial analysis that would 
discover no other obstacles and would point to no othei 
conclusions. No careful observer of the events m Geneva, 
in London, in Paris, in Tokyo, in Nankin, and elsewhere 
could fail to note that inhibitions of another order were also 
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On Great Britain, as the leading naval Power, as t\ e 
mistress of Hongkong, as the head of an Einpire including 
Australia, India, New Zealand, and Canada, and as the 
most important Western trader and hnancier m the hai 
East rested the main burden of responsibility m the Council 
and ’in the Assembly. At no time had one the impression 
’ that British policy was determined essentially by the wi 
to uphold the Covenant and to protect China. _ No British 
ship was moved. No word of direct and unequivocH warn- 
ing was uttered. No consistent and persistent effort was 
made to enlist American and Russian co-operation _ 1 he 
British ambassador in Tokio was reported as not being at 
all hostile to the action of Japan. Considerations relattng 
to the security of British possessions and British dominions 
and to the promotion of immediate British economic an 
political interests were always paramount. In Lon on, 
Japan seemed throughout to enjoy real popularity. When 
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the Foreign Secretary declared that under no circumstances 
would his Government allow Great Britain to be brought 
into conflict with her former ally in the Far East, his state- 
ment was well received in the House and m the Press. 

Nor was the attitude of France fundamentally different. 
Mindful of the position of Indo-China in Asia and far from 
indifferent to Japanese diplomatic support in Europe, par- 
. ticularly at the Disarmament Conference, her conception 
of the League as the essential guarantor of security and as 
the supreme supporter and enforcer of treaties seemed 
strangely limited to her own continent. 

Italy, whose role was modest, could not be expected 
boldly to oppose the policy of Japanese imperialism based 
on notions of racial superiority and of demographic expan- 
sion very familiar and very dear to her present chief. 

Germany, with so many irons in the fire on her own 
borders, did not dream of offending the great power of the 
Far East in the interests of prostrate China. 

As, in spite of her anarchy, China was an appreciable 
present market and a potentially important future market, 
no one openly abandoned her. But as Japan, with all her 
burden of international sins, was a still more active customer * 
and a more formidable factor on the political chessboard, 
the attitude of the Great Powers of the League towards 
Tokyo was more that of outwardly aggrieved but really 
benevolent neutrality than that of stern and vigilant justice. 

It was left to the minor States, and especially to Spain, 
Ireland, and Czechoslovakia, to uphold the principles of the 
Covenant. This they did with real energy, but of course 
with little risk to themselves, as with no decisive influence 
on the course of events in the Far East. 

The sad but obvious fact was and is that all the leading 
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States were and are more or less openly subordinating to their 
immediate national interests their duties to the Covenant^ 
to the LeaguCj and to the cause of world security and inter- 
national justice. In this respect the Sino-Japanese conflict 
has evidenced with more dazzling clarity than any other 
event the supremacy of centrifugal national forces over the 
centripetal world tendencies in our present civilization. 
Ever since the origins of the League, this supremacy has 
been the main obstacle to its progress and may, alas, still 
prove its final undoing. 

One could find a fourth, less tangible but perhaps not 
less fundamental, cause of the League’s impotence, in the 
general realization of the unsatisfactory nature of the Cove- 
nant as at present interpreted as a means for peacefully 
bringing about necessary changes in international law. It 
is impossible here to go into the details of Sino-Japanese 
relations. They are lucidly summed up in the Lytton 
Report. But no reader of that remarkable document, which 
has done more than any other single factor to save the 
League’s honour in all this dismal affair, can deny that Japan 
has a case against China. Not according to existing inter- 
national law so much as according to all historical precedents 
and also to a natural sense of historical justice, Japan, by 
reason of the nature and density of her population and by 
reason of her political and administrative superiority, cannot 
indefinitely be held in check by the whole world. Unless 
and until the League devises some legal means of authorizing, 
regulating, and controlling normal and inevitable expansion, 
it will be exposed to outbursts of violence such as that pf 
Japan in Manchuria. 

As the safest and, in fact, the only means of preventing 
revolution nationally is to provide for constitutional methods 



of Nations To-day . 33 

of constitutional revision, so the prevention of international 
war imperatively demands the institution and effective appli- 
cation of methods of pacific treaty revision. The drafters 
of the Covenant and particularly President Wilson were fully 
aware of this necessity. But it is questionable whether 
Article 19, which bears witness thereof, may prove a suffi- 
ciently elastic safety valve to forestall future explosions. 
Here also the pacific organization of mankind would seem 
to call for a greater measure of subordination of national 
sovereignty to the interests, needs, and rights of the world 
community. 

All these circumstances, I believe, should be taken into 
account if one is clearly to understand and fairly to judge 
the impotence of the League in the settlement of the Sino- 
Japanese conflict. 


iii. Disarmament, 

I come now to what I have called the second major 
failure of the League, that in the sphere of disarmament. 
Am I too pessimistic, or at least is it premature to speak of 
failure here ? 

To be sure, the League, which has been dealing with ^ 
the topic for thirteen years, and the Conference for the 
Reduction and Limitation of Armaments, which has been 
in intermittent session for a year and a half, are far from 
admitting the failure. But are failures ever officially ad- 
mitted in international affairs? 

The unpalatable but indisputable fact is that the States 
of the world are to-day spending more on their armaments 
in gold than they were before the war and also than they 
were five years ago. That, in the present depression, this 
greater sum represents a smaller fraction of the world’s 

Problems of Peace C 
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income will be claimed by no one. Therefore frankness 
obliges us to recognize that the League has so far failed to 
achieve that 'reduction of national armaments’ which its 
members, in Article 8 of the Covenant, have declared to 
be necessary for 'the maintenance of peace’. 

It may be argued and in fact truthfully stated that 'the 
reduction of national armaments’ contemplated in Article 8 
was 'to the lowest point consistent with national safety and 
the enforcement by common action of international obli- 
gations’. That the present state of armaments is not above 
that point may be and is being asserted on the best of im- 
partial authority. That is precisely the calamity. 

If national armaments have been and are increasing, and 
if they are not to-day above the level deemed consistent with 
national safety, it must be concluded that international 
security has been shaken and not consolidated since the 
drafting of the Covenant. From that conclusion it is 
unfortunately impossible to escape. 

If, as some have always held and as impartial observers 
are more and more unanimously conceding, disarmament 
cannot be achieved except as a by-product of the organiza- 
tion of peace and the consolidation of international solidarity, 
then it is at least probable that the failure of the League 
heretofore effectively to reduce armaments should be attri- 
buted to its failure to organize peace and to consolidate 
international solidarity. And so it is in my view. 

But, it may be objected, surely the efforts of the Dis- 
armament Conference, the instructive and useful discussions 
of the F rench, of the American, of the British, and of the 
Soviet proposals, the tentative agreements already reached 
concerning the principle of equality, concerning a permanent 
Disarmament Commission, concerning qualitative reductions. 
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not to mention the American offers of political co-operation 
in emergencies, surely all that is progress. It is progress 
on the road towards a fuller appreciation of the real diffi- 
culties and of the real conditions of disarmament. But it 
will be progress on the road to disarmament only if and 
when armaments cease to increase and begin to be reduced 
as a result of the overcoming of these difficulties and of the 
fulfilment of these conditions. 

To-day, in so far as Europe is concerned, the essentials 
of the position as they appear to me are briefly the following. 

The most pacific nations are relatively the most formid- 
ably armed. The least pacific, or those wffiose present 
temper and professed policies are least compatible with the 
maintenance of peace, are as yet deprived of major arma- 
ments. Disarmament to a basis of equality between the 
two groups of States means therefore the weakening of the 
pacific nations and the relative’ strengthening of their poten- 
tial aggressors. In the absence of a League of Nations or 
of any other international organization willing and able to 
protect the victimis of aggression, one is therefore led to 
choose between a policy of disarmament and a policy of 
peace. 

To make myself perfectly clear, I would ask: is there 
anyone within or without Germany who honestly considers 
the present German regime to be peaceful in its instincts, 
in its desires, and in its intentions to-day, and who believes 
that it would be peaceful in its acts to-morrow, if it had the 
power to go to war with reasonable hope of success ? Cer- 
tainly the countless Germans with whom I have spoken in 
the past months, including several who are far from hostile 
to the present regime, are not of that opinion, no more than 
the authors of the official speeches one can almost daily hear 
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over the radio or read in the papers. Now if such is the 
situation, if Germany is inhibited from disturbing the peace 
of Europe solely or at least mainly by the consciousness of 
her present military inferiority, is it the duty of F ranee and 
her allies, is it their right, to disarm? Furthermore, is 
it to the interests of peace that they should disarm? 

Not peace through disarmament, as one would hope and 
as the authors of Article 8 of the Covenant expected, is the 
saving formula to-day. But peace or disarmament, such 
is the tragic dilemma which faces contemporary Europe, 
It is all the more tragic since it is obvious that the present, 
unfortunately salutary, inequality in armaments offends one’s 
natural sense of justice and cannot subsist indefinitely. But 
is it really a dilemma? My answer is: Yes, in the present 
anarchical state of international relations. No, in a world 
of pacific nations or, if that be inconceivable, in a world 
so organized, so constituted, so federated, that each of its 
national members could rely on the support of the inter- 
national community as a whole, or at least of the overwhelm- 
ing majority of its associates, if attacked by an aggressive 
neighbour. 

If that is utopia, then the League of Nations, which is 
based on that fundamental conception of international rela- 
tions, is utopia. ‘The world is even now upon the eve of 
a great consummation when some common force will be 
brought into existence which shall safeguard right as the 
first and most fundamental interest of all peoples and all 
Governments, when coercion shall be summoned not to the 
service of political ambition or selfish hostility, but to the 
service of a common order, common justice, and a common 
peace. God grant that the dawn of that day of frank 
dealing and of settled peace, concord, and co-operation may 
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be near at hand !’ These noble words were uttered not 
by an irresponsible dreamer, nor by the head of a belligerent 
State as a stimulant for the morale of his troops on the 
battlefield, nor by an insincere demagogue bent on over- 
throwing the Government of his day. They were uttered 
on 27 May, 1916, by President Woodrow Wilson. 

The 'great consummation’ then heralded has not yet 
come about. 'That day of frank dealing and of settled 
peace, concord, and co-operation’ then prayed for has not 
yet come. To some they seem even further removed in 
1933 1916. But the elements of the 

disarmament problem are the same to-day as then. 

If you wish disarmament, you must work for the 
organization of peace. And if you really wish an effective 
organization of peace, you cannot tolerate the perpetuation 
of the riot of national sovereignties which is maintaining 
the world in a state of mutual suspicion and hostility and 
is ever more transforming Europe into an armed camp. 

iv. The Economic Conference. 

, About the third major failure of the League I shall be 
very brief. Not that I can share the reported opinion of * 
the American Secretary of State on his return home, to the 
effect that the World Economic Conference was ‘still alive 
and virile . . . and that it would eventually achieve success’. 
Of course ‘eventually’ is a cautious term. But whether 
success is to be achieved in the course of the present year, 
as the statement seems to imply, or whether the Conference 
will be successful only when we shall no longer be among 
the living to applaud, there is no doubt that it has so far 
dismally failed. 

Summoned to combat the depression, primarily by stabi- 
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liziiig the currencies and reducing the tariffs of the world, 
after the necessary preliminary solution of the international 
debt problem, the Monetary and Economic Conference has 
not only failed to bring about any of the agreements fore- 
shadowed on its agenda, it has actually left international 
economic relations in a more distressing state of uncertainty 
and confusion than they already were when it convened. 
Nor is that either surprising or unexpected. 

Ever since the great upheaval of the war, currencies have 
been unstable, tariffs have been rising and all the States of 
the world have been drifting towards more or less openly 
avowed ideals of national self-sufficiency. Under the 
cyclical wave of prosperity which abruptly broke in the 
autumn of 1929, these anarchical and centrifugal tendencies 
were hidden from the view of the general public. But they 
were real nevertheless and they seemed inoffensive only to 
those who judge of economic prosperity by the current rate 
of wages, the current price-levels, and the current quotations 
of securities. 

How a world which every progress of civilization and 
every material improvement tends to make more inter- 
dependent could hope to achieve lasting prosperity under 
a political regime which stressed and strove to realize the 
ideals of national independence also on the economic plane, 
is a mystery. The Economic Conference of 1927, meeting 
in the midst of wffiat to-day seem almost unbelievably good 
times, was not blind to the dangers that were menacing. 
Its warnings and its recommendations remained alike un- 
heeded. The folly of economic nationalism, although 
deplored and denounced by nearly all, continued strangely 
enough to dictate the policy of nearly all. The inevitable 
result is the world as we see it to-day. 
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What is surprising is less that millions should be unem- 
ployed everywhere than that mankind should be able to 
continue to live without any increase in the death rate. 
That is surely due not to the economic policies of the 
Governments, but to the technical progress of industrial 
and agricultural production, on the one hand, and of public 
hygiene on the other. Progress in these fields has been 
such as to enable the world economically to afford the folly 
of its nationalism. But, given that nationalism which un- 
fortunately as yet shows no signs of abating, it was clearly 
an illusion to hope that an international conference, even 
if it had been well prepared by all the principal delegations, 
could in a month overcome the depression or even lay the 
foundations for a future recovery. 

v. Conclusions, 

Shall we conclude our consideration of this topic, shall 
we conclude our whole study with the admission of the 
failure of internationalism.^ Only those who have followed 
me inattentively thus far could expect such a conclusion. 

Let the nationalists who are content with the world as 
it is speak of the failure of internationalism. Let them who 
delight in the triumph of might over right, as exemplified 
by the Sino- Japanese dispute, let them who rejoice in the 
ever-increasing burden and threat of national armaments, 
let them who revel in the sight of abandoned farms, of 
empty workshops, of impoverished schools and universities, 
of suffering families, of armies of unemployed, let them all 
join in hymns of hatred to internationalism and in paeans 
in honour of triumphant nationalism. For nationalism is 
triumphant to-day, as is human humiliation, human anxiety, 
and human misery. 
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. N05 internationalism has not failed. What has failed is 
contemporary international statesmanship. It has failed 
because it has been unable or unv/illing to practise that form 
and to engage in that measure of international co-operation 
which alone can save the world from the all too devastating 
evils and the all too obvious dangers of ruthless nationalism. 
What an internationalism too timid, too exclusively verbal, 
and too unimaginatively national has failed to give, we must 
demand of a bolder, wiser, and more generous conception 
of human relations. The League of Nations must go 
forward, from the modest beginnings of a Covenant too 
considerate of the traditions and prejudices of national 
sovereignty towards the goal of world federation. Let its 
shy friends become bolder and its impatient critics more 
realistic and more helpful. May our generation, which 
has already experienced miracles of destructive folly on 
every hand, live to wdtness and to perform the miracle of 
constructive wisdom which will unite all the peoples of the 
world into one living commonwealth of free nations. 



CHAPTER III 


DISARMAMENT AND SECURITY 

by 

W. ARNOLD-FORSTER 

HEN I had the honour to address the Institute 
a year ago on Disarmament my task was difficult 
enough 5 but it is much harder now^ when many of us^ 
hearing that thunderstorm outside, can imagine that we 
hear also the cracking of some of the foundations of civi- 
lization itself, out there beyond these walls of glass. A 
Great Power has left this Council table, after outrageously 
violating its Covenant, and now the other Members of the 
League, despite their Covenant, are failing to apply any 
restraining pressure, even to prevent still further conquests. 
Another Great Power has flung away freedom of opinion, 
is denying the most elementary of human rights, and is 
now leading its young men, even its children, into the way 
of war. In such circumstances I cannot hope that what I 
say will not seem to some of you too defeatist and to some 
too optimistic. 

i. The Objectives, 

First, what are the nations trying to do? They are 
trying to evolve a world commonwealth assured of peace 
and capable of justice: and two of the chief parts of that 
enterprise are general disarmament and collective security 
against war. 

When I speak of security, I shall not mean the old con- 
ception of '‘security” which was simply an assurance for 
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each nation that it could get its own way in the last resort. 
I mean by security the common assurance of all that the 
ties of peace are strong and that breach of the peace will be 
effectively prevented or stopped. 

As for disarmament, I shall assume that tliQ^ultimate 
objective is to get rid of all armaments except 'those still 
genuinely required in special cases to prevent breaches 
of the public peace. 

As for Immediate objectives, the long disarmament dis- 
cussaohrEve indicated, I thlnTc, these four especially: 

(1) comprehensive limitation of armaments, 

(2) substantial reduction^ with no rearmament^ 

(3) collective security against war and war’s equivalent 

and against evasion of disarmament. 

(4} equality of rights, in a treaty freely accepted and 
faithfully applied. 

The ¥ 7 orld Disarmament Treaty ought to satisfy these 
four tests. 

Obviously, the need to limit armaments, and so prevent 
competition, is most urgent. At present, land and air 
armaments are unlimited everywhere except in the four 
States radically disarmed under compulsion ; in these respects, 
nothing concrete has yet been done towards honouring the 
pledges given fourteen years ago. As for naval armaments, 
some valuable beginnings were made; but France and Italy 
are still competing, virtually without limitations. Within 
the wide limits set by the London Naval Treaty, Japan and 
the United States are now starting a new building race, 
with immediate programmes costing nearly £100 millions 
between them: and if the American Navy Department’s 
latest demand is granted, the annual expenditure of the 



Disarmament and Security 43 

United States on naval construction for the next three 
years will average 108 million dollars, which is treble the 
average for the past decade. Even this increase will be 
well within the limits of the London Treaty; and if that 
Treaty is denounced or not replaced, the situation will soon 
become much worse. 

Add to all this that scientific competition in new types of 
weapons continues unrestricted, and that the world is spend- 
ing still on armaments an annual sum equal to one gold pound 
for every minute since Christ v/as born, and you will agree 
that comprehensive limitation is the most urgent need. 

As for reduction^ it is plain that wm must quickly and 
drastically get rid of the enormous apparatus we have made 
ready in peace time for the sudden smashing of civilization. 
And as for "no 7 'earmament\ it is plain that wm cannot hope 
for its loyal acceptance by the disarmed Powers unless those 
heavily armed will pay for it by drastically levelling down 
themselves; we cannot simply fall back now on the one- 
sided regime of 1919: no good supposing that w^e have 
only to crack a whip and say to Germany — ‘Back to your 
Versailles kennel’. Germany is a fellow-Member of a 
League based on equality of rights: and unless w^e now- 
repudiate the detestable assumed division of nations into 
sheep and goats, we cannot hope ever to win loyal partner- 
ship in the peace-building from any German Government, 
whatever its political colour. Nor can we hope that France 
and others will concede the claim for equality of treatment 
or accept the limitations and reductions necessary to buy 
‘no rearmament’, unless they are reasonably assured against 
evasion of the disarmament engagements and against breach 
of the common peace. The equality must be within a 
system affording security of this kind to all nations. 
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ii. Dharinament History. 

How far has the Disarmament Conference got towards 

satisfying these four claims; __ i ■ n _ 

Before examining the present position, let us hue ,y 
review the history. I will not say much about events 
between February 1932, when the Conference started^, and 
July 1932, when the first phase ended; for I dealt with that 
last year. I When the Conference met, it had before it, you 
remember, a Draft Convention which was the outcome of 
long work, and which, though extremely defective, did 
return some helpful answers to some questions which had 
to be answered. 

The first discussions showed general agreement that dis- 
armament should be effected by stages, piecemeal, and that 
immediate effort should be concentrated on increasing the 
relative power of the defender against an attacker, borne 
States, such as Russia, Germany, _ Italy, and Spam, inade 
radical proposals for this purpose, involving abolition ot all 
or neaflv all those weapons ‘singularly calculated to assist 
attack against national defence’ which had been prohibited 
-for Germany. Others, such as Japan, Britain, France, 
and at first the United States,^ hung back. Finally, tlm 
Conference passed, by a majority of 41 to 2 with eight 
abstentions, the Resolution of July 23rd. That deplorable 
resolution, which I analysed last year, began with excellent 
affirmations of principle, but entirely failed to apply them: 
it left unresolved all the major issues and gave not the least 
satisfaction to the demand for recognition of the princip e 
of equality of treatment. The Germans had pressed for 
this recognition day after day during the Conference and 

I See Proi&mo/ P^^zcf,.Seventh Series., 
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for years before that: they had offered to accept as volun- 
teers all the restrictions of Versailles and more^ and to scrap 
even their famous pocket battleships if only the others would 
level down likewise : but now, faced by this Resolution 
which they’-, had not helped to draft, and which provided 
neither disarmament nor equality, they declared that they 
could not undertake to continue their collaboration unless 
the equality principle w^ere recognised before the Conference 
resumed its work. 

So Germany w^alked out. It may be argued that Germany 
would have been wiser to show still more patience. How- 
ever that may be, it was, I think, a misfortune that the 
French and British Governments, especially the British, 
did not show the understanding and courage to recognize 
earlier the justice of this claim. ■ The case was unanswer- 
able, the danger of delay was manifest, the peace movement 
of the world had long been pressing for this recognition. 
Dr. Bruning had fallen without having been accorded a 
single trophy to take home to his people: and now the 
British Government had waited so long that Germany 
had broken aw^ay. Passion w^as rising. As I said here a 
year ago, ‘No part of the w^hole subject is so urgent as this. , 
Every w’'eek that 'passes until satisfaction is given will afford 
further opportunity for militarist factions in Germany to 
claim that the other Powers are faithless and that nothing 
remains for Germany but to break away from the whole 
regime of 1919, assert for herself that equality of rights 
on which the Covenant is supposed to be based, and claim 
freedom to rearm.’ 

Effort had now to be directed towards getting Germany 
back to the Conference. In September, the British Govern- 
ment sent Germany a Note, which really went some way 
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towards recognition of the principle of equality; but the 
first half of the Note expressed such superior schoolmasterly 
reproof that it exasperated moderate German opinion and 
undoubtedly served as a recruiting agent for Hitler’s forces. 
In November^ the French and British Governments each 
published an important new disarmament plan^ and in these 
the principle of equality was virtually conceded on con- 
ditions. On December nth, a Five Power Declaration 
agreed that one of the guiding principles of the Conference 
should be the granting to the disarmed powers of ‘^equality 
of rights in a system which would provide security for all 
nations’. 

So Germany came back: but Hitler had got his reinforce- 
ments. On 27 January, Chancellor von Schleicher de- 
clared that Germany was h'eturning to the Disarmament 
Conference in order to achieve vcithin the shortest time the 
conclusion of a disarmament Convention which would 
create equal security for everybody through the disarmament 
of the highly armed States. Germany’s disarmament 
plan of 18 February, 1932, has shown how this aim should 
be achieved.’ On the very next day, the intrigue against 
von Schleicher succeeded. He fell, and there stood Hitler 
at the door. 

March came, and the Conference was in session. 

The British Delegation submitted the new Draft Conven- 
tion which we are going to discuss. 

The German delegation. Hitler having become Chan- 
cellor, stiffened its attitude. 

The American delegation, Roosevelt having been inau- 
gurated President, was silenced for the time being. 

The French delegation, under the temperate Daladier 
Government, was not scared into any fundamental and mani- 
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fest reversal of policy, though its attitude was naturally 
stiffened by the German development. 

The Japanese delegation, whose Government had been 
condemned by the world’s judgement as a Covenant breaker 
and was giving notice of withdrawal from the League, 
stiffened its demands for an increase of Japan’s relative 
strength. 

Deadlock was soon reached. 

And then, in May, came the Roosevelt and Hitler mes- 
sages, just in time to avert a breakdown. The President, 
you remember, proposed what amounted to a pact of non- 
aggression: and amongst other things he declared that the 
ultimate objective in disarmament should be the abolition 
of all the so-called ‘aggressive’ weapons — those which give 
a smashing advantage to the attacker, and he prescribed 
‘three steps to be agreed upon at the present discussions’. 
The first step would involve certain abolitions now, as 
broadly outlined in the British draft: the second would 
be ‘to agree upon the timxC and procedure for taking the 
following steps’: the third would be to agree that, while 
the first of these ‘following steps’ was being taken, there 
would be ‘no rearmament’. That was widely understood" 
as meaning that there should be agreement now on the 
‘time and procedure’ for ultimate abolition of certain 
weapons, such as naval and military aircraft, within a 
fixed time-limit. And that was the sense in which Hitler 
responded. 

Chancellor Hitler, in his Reichstag speech on 17 May, 
offered to forgo any claim to rearm now in the weapons 
prohibited to Germany at Versailles, ‘if during the five years 
other nations likewise destroy theirs’. Thus he offered 
‘no rearmament’, on the material side, subject to a general 
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levelling down on the same principles within a five-year 
time-limit. He offered to go further, if others would do 
likewise. Formally, you see, he was still holding, as von 
Schleicher had done, to the position taken by Dr. Briining 
when the Conference began, with the addition now of a 
time-limit. 

Frankly, don’t you think that was a sound line for him 
to take? 

So the Conference went on. The Germans made an 
important concession about organization of armies, and 
Mr. Norman Davis, for the United States, made an invalu- 
able declaration to the effect that America would confer 
in time of crisis, and that if she was satisfied after due con- 
sultation that the peace to which she was party through the 
Kellogg Pact was being threatened or broken, she would 
not stultify the League’s war-stopping measures. He 
declared emphatically that the United States would join in 
disarming down to the Peace Treaty level, the objective 
being to get "as soon as possible, through successive stages, 
down to the basis of a domestic police force’. Unfortunately, 
he made no specific proposal for an agreement now on 
"ultimate abolition of such weapons as military aircraft within 
a fixed period: he did not crystallize the Roosevelt-Hitler 
compromise. 

June came; the Conference adjourned; the devoted 
Mr. Henderson, as President, started on a tour, to negotiate 
if possible solutions for the differences still outstanding. 
That is where we stand to-day. Now let us briefly review 
the present position, taking as our text the British Draft 
Convention. 
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iii. The British Draft Convention, 

(a) SECURITY. 

The first part provides for Conference in times of crisis, 
in line with the American declaration already referred to. 
This recognition of the principle of community of interest 
in the respect and preservation of the peace — the principle 
of Article XI of the Covenant — will be an immense gain. 
We must all hope that neither breakdown of the Conference 
nor opposition by Japan will prevent its full realization. 

Other elements in the Security chapter will include a 
definition of aggression — a simple statement of those acts 
which may in no circumstances be done without incurring 
the charge of aggression. The majority of the Security 
Committee of the Conference drafted one statement, with 
the help of Russian proposals: and this has already been 
adopted by a number of European States. It provides, 
for instance, that that State shall be considered the aggressor 
which is the first to commit invasion by its armed forces, 
with or without declaration of war, of the territory of another 
State’. President Roosevelt proposed a very simple engage- 
ment and definition: an aggressor, he said, fis one whose' 
armed forces are found on alien soil in violation of 
treaties’. 

It should be noted that this engagement would have a 
far-reaching effect on American policy as regards armed 
intervention in the Americas. It would also cut across 
the ‘British Monroe Doctrine’, which reserved ‘freedom 
of action’ in ‘certain regions of the world’ unspecified. 
I should like to see the Security Committee plan adopted. 
Failing that, I hope it will be admitted as an optional engage- 
ment, and that the Disarmament Convention will at least 
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would not really amount to rearmament at all, provided 
that the plan is loyally carried out, that the reduction of 
men is not offset by an increase of the machines of war, 
and that the plan is properly completed. It would be a 
great contribution to equality of treatment, and would 
increase security against sudden smashing attack by highly 
trained men. 

There are still very important points in hot dispute, 
e.g. about France’s trained reserves and about Germany’s 

O J 

huge irregular forces; I hope that the one incalculable factor 
will be written off against the other, and will not be allowed 
to prevent this very valuable agreement. 

[c] LAND MATERIAL. 

Now we come to the chapters on Material; and here I 
am afraid the story is very much less satisfactory. 

First, the guns. Mobile land guns over 6 in, are to be 
scrapped within a fixed period. Guns over 4^ in. and up 
to 6 in. may be kept without limit of numbers by those 
States which have got them, but may not be replaced. Guns 
up to 4|- in. may be kept without limit of numbers. And 
‘coast defence guns’, whether fixed or not, may be kept , 
without limit of numbers up to the enormous calibre of 
16 in., which is that of the largest naval guns. 

This is profoundly unsatisfactory, though even this is 
better than the earlier drafts. The limitation of numbers 
is omitted, though it is perfectly practicable and most impor- 
tant The reduction is altogether inadequate; Germany 
would be released from limitation of numbers of the 4|-“in. 
guns, and if other Powers do not agree to abolish their 
6“in. guns within a fixed period, she will probably insist on 
having some herself As for the provision about coastal 
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by the British War Office, but not by the French). 1 he 
British now propose a limit on numbers, but the suggested 
figures have not yet been supplied. ^ 

Here again the proposal is most unsatisfactory. 

United States, Germany, Italy, Russia, and some twenty 
other nations demand abolition of tanks all round Bntain 
and France, and, presumably, Japan alone deten em. 
Let me give you Lord Hailsham’s defence of this policy 
in the House of Lords. The expert view, he said, now 
favours a tank lighter than that used in the Wai, which 
will enable the infantry to be conveyed to the suppiession 
of machine-gun posts without undue loss ol hte ■ ^s to 
sudden smashing attack, ‘from that point ot view, the tank, 
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of course, is of no use at all, because if it advanced against 
any prepared fortified positions such as now exist along 
the whole eastern frontier of France, it would be annihilated 
and would be absolutely of no value’. Lord Hailsham omitted 
to add that the other side of that French frontier is German 
and de-fortified. Every word of his argument might be 
used by German militarists as an incitement to rearmament. 
(I might add that, whilst Lord Hailsham was speaking, the 
British armament firm, Vickers Armstrongs, was actually 
•advertising tanks for sale, in a military journal in Berlin.) 

I suggest to you that, instead of keeping this ‘protection 
to human life’^ on both sides of the frontiers, it would be 
a far better contribution to true security to abolish it on 
both sides. It is doubtful whether France wfill accept 
the British limit of 20 tons; and I can see little hope of 
avoiding a perilous rearmament by Germany unless we adopt 
the Roosevelt-Hitler compromise in this respect. I hope 
you wfili help to spread understanding in England of the 
responsibility that the British Government will take if it 
continues to insist, against so great a volume of world opinion, 
on a policy that runs directly counter to the principle of 
‘qualitative disarmament’ and that must mean rearmament. 

I will pass over the question of limiting numbers of 
machine guns and rifles, and come to the naval chapter, 

{d) NAVAL MATERIAL, 

The Draft seeks to do two things in particular; (i) to 
hold the position gained by the London, Washington, and 

^ ‘In a small voluntarily enlisted army like our own’ the tank ‘con- 
tributes an essential compensation for lack of numbers and a protection 
to human life which it would be impossible to surrender.’ — British 
Disarmament Plan, 17 November, 1932, 
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Versailles Treaties, so that the situation is not aggravated 
until 19355 when it will all be reconsidered; and (2) to bring 
Italy and France into the limitation scheme of the London 
Treaty. I will only say about this now that the deferment 
of decision is at least preferable to the earlier British proposal 
for an agreement now permitting replacement of huge 
capital ships : that the plan is criticized by the smaller naval 
Powers on the ground that it takes too little account of their 
position: that its provisions about France’s building pro- 
gramme for the next four years will come under fire from 
French critics; and that, unless the present challenging 
policy of Japan is radically changed, agreement in 1935 will 
very likely prove impossible. 

I should like to see all the warships in the world got rid 
of, including all submarines, except some surface ships of 
low tonnage for an international ^gendarmerie’ of the high 
seas. They need only be sufficiently powerful to deal with 
an armed merchantman. 

(e) AIR MATERIAL. 

As for the air, there is first the proposal that the act of 
bombing from the air shall be prohibited ^except for police 
purposes in certain outlying regions’. This reservation has, 
as you know, been almost universally condemned. In the 
Conference, Britain was alone with Iraq and, I think, Siam, 
in supporting it: France and the United States declared 
impressively against it, and the expressions of opinion against 
it in England have come from every quarter. The bombing 
weapon is cheap, probably relatively bloodless, and, in some 
respects, extremely efficient, as a means of doing, in countries 
difficult of access — well, whatever terrorism can do. But 
the case against its retention is overwhelming: I hope and 
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only hope of averting disaster from the air, and who wodd 
promote this by internationalization or international comio 
of civil air transport, at least in Europe. On the oder hand 
are those who are shocked at the idea of scrapping the Bntis i 
air force (‘eyes of the Fleet’, etc.), and at the idea of pooling 
the British air lines (‘our unique Imperial needs, etc.), 
and who would like to buy for Britain, at a cheap price. 


numerical parity with France. The compromise leaves a 
beautiful aspiration in the hands of the abolitionists; but it 
leaves the trump card in the hands of the retentionists. _ ^ 
What constitutes ‘effective supervision of civil aviation 
to prevent its misuse’? My fear is that the Air Ministiy 
experts will always be in a position to block abolioon by 
claiming that this or that plan of supervision is not, in then 


opinion, ^effective’. ^ ^ 

There is, I believe, only one policy 'which can really 
satisfy the tests we laid down, about true security, equality, 
and no rearmament. That is, to agree now on abolition of 
all naval and military aircraft within a fixed^ period— five 
years, say, or even ten — and to couple this with international- 
ization of civil air transport, at least in Europe. I believe, 
after some study, that if there were the will, it would be 
perfectly feasible to complete a practicable plan of inter- 
nationalization within three months or so, and that that 


would be much better than supervision, for various reasons. 
And, if necessary as a price for buying total abolition of the 
national forces, I would be prepared to support in this one 
case the creation of a small international force of fighting 


planes, to serve as a check on abuse of civil air tiansport. 

I believe, too, that if Great Britain had come out boldly 
for this policy last May, it could have been put through — 
so great a victory of reason , And I am convinced that 
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unless we do agree now on abolition within a fixed period, 
Germany will claim freedom to rearm in the air. Is it not 
lunatic to suppose that we can defend civilization against 
air attack by preparations for reciprocal air attack ? 

(f) CHEMICAL WAR 

The chapter on Chemical weapons, which embodies 
substantially the findings of the Chemical Commission, is 
a valuable attempt to deal with preparation as well as use of 
chemical, incendiary, and bacterial weapons. Certainly 
it is much better than any such draft hitherto. It leaves 
openings for abuse; and whilst the special provisions for 
supervision should do much to prevent such abuse, I expect 
it will be found to need amendment in future, e.g. by develop- 
ing international control over the chemical industry. But we 
had better hope that this chapter will go through with little 
or no change. 

(g) PERMANENT DISARMAMENT COMMISSION. 

The chapter on a Permanent Disarmament Commission 
provides for a body of Government representatives, one from 
each State party to the Convention. There is provision 
for special investigation on the spot, in the event of alleged 
breach of the Convention, and for periodic investigation as 
regards those States which make a special agreement to this 
effect. I very much hope that this optional agreement will 
be made obligatory and general, so as to increase confidence 
in the Convention’s loyal application. Failing that, I hope 
that our respective countries will be among the first to come 
into the optional agreement. 

The Disarmament Commission will have, amongst other 
tasks, that of preparing the new naval disarmament scheme, 
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the scheme for air disarmament and supervisioiij and the next 
Disarmament Conference. 

This part of the Draft ought^ as I say, to be strengthened. 
But even as it stands it can contribute enormously to the 
growth of that ‘positive security’ which is the outcome of 
mutual confidence and of collaboration for a common 
purpose. You remember the significant words of M. Dela- 
dier, ‘Security is control’. But that confidence will not 
grow overnight : if a new loyalty is to grow, we shall have to 
exercise any amount of forbearance in dealing with old 
loyalties. Remember, for instance, that in Germany the 
years of the Allied Control Commission, enforcing the one- 
sided disarmament scheme of Versailles, have left bitter 
memories. 

ih) TERMINATION OF THE CONVENTION. 

I must not stop to discuss some of the other controversial 
points of the Draft. But note the last three articles. One 
provides for a future Conference to prepare and conclude 
a new Disarmament Treaty, to replace the present one and 
carry on its work of reduction and limitation. Another 
provides that the new Treaty shall supersede the disarma- 
ment chapters of the Peace Treaties: so that this will be 
henceforth the common obligation binding upon all. 

The proposed duration of the treaty is five years. I gather 
that France is likely to insist on some trial period before 
making any reductions of material, and that the total 
duration should be longer than five years So this may prove 
a crucial point. 

There remain two great issues not dealt- with in the 
British Draft because the Committees concerned with these 
matters had not at that time reported. 
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{l) EXPENDITURE. 

Firstj expenditure. Two proposals are under con- 
sideration: one for limitation, the other for mere publicity. 
I think France is absolutely right' in pressing for both; and 
I regret extremely the present opposition of the United 
States delegate to limitation of total expenditure, and the 
opposition of Germany, apparently Great Britain, and a 
few others. Limitation of total expenditure has been shown 
by the exhaustive work of the Expenditure Commission to 
be practicable and in a high degree reliable. It is a most 
valuable counter-check and supplement to direct limitation, 
and affords the only means of checking competition in type 
and quality. 

{]) ARMS TRAFFIC AND MANUFACTURE. 

Lastly, there is the traffic in, and manufacture of, arms. 
The Committee concerned deplorably failed to extract any 
agreement of value out of its discussions on this crucial 
subject. Like France, Spain, Poland, Denmark, I want, 
as I expect you do, to see all manufacture of arms for private 
profit supressed, not only because of the evils which have 
been shown to result from such profit seeking, but also 
because the private industry supplies certain countries with a 
rapid capacity for expansion of arms-production in time of 
crisis. Every War Department would like to know that 
there is at hand a large private industry which it can draw 
upon quickly, for purposes of a fully-equipped campaign. 
That industry can be kept happy, at no immediate cost to 
the home State, by having orders from foreign States; so 
that (as was frankly avowed by an arms manufacturer, 
in a recent official inquiry at Washington), it is to the interest 
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In these circumstances 5 it is obviously problematical 
whether any Disarmament Convention worth twopence 
can now^ be made. But I am convinced that we have here^ 
almost within grasp, a Convention w^hich, with all its defects, 
would yet be an immensely valuable achievement for the 
whole world. And I believe profoundly that to slacken in 
our effort now wmuld be a betrayal. 

As regards the German challenge, two courses are open 
to us. We might say: “We will agree now to standardize 
Europe’s continental armies, and we will agree now on 
ultimate abolition, within a fixed period, of the weapons 
prohibited at Versailles (at least as regards 6“in. guns, tanks, 
and war-planes}. But, owing to apprehensions that have 
been aroused, we are compelled to stipulate that the greater 
part of these actual reductions shall take place in the latter 
part rather than in the first part of the Treaty period, and 
that there shall be rigorous investigation and supervision for us 
all from the start. The curve of material disarmament should 
be flattish at first, steepening quickly in a few years’ time.’ 

The alternative course would be to say: ‘We believe you 
are rearming now. We do not trust your intentions. We 
have no intention of reducing our own armaments by one 
iota unless and until you prove to us that you have put away 
all such thinking. You are bound by the regime of Versailles 
and you will stay bound indefinitely, under penalty of econo- 
mic sanctions, unless and until we choose to release you* 
Meanw'hile, we keep every weapon that we prohibit for you.’ 

Of those two courses, both are perilous ; but in my opinion, 
the second is bound to lead to disaster. The worst error 
we could commit now would be to arm Hitler with that 
argument, irresistible and just, which he has been waiting 
for. ‘Look’, he would say, ‘these people in the last resort 
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One other word. You and I are free to discuss these 
subjects candidly, and to influence our Governments. But 
remember^ we have the responsibilities of freedom — responsi^ 
bilities especially heavy now, when freedom dwindles. Let us 
not undervalue that precious freedom. Let us not neglect 
the opportunities it gives, and which it is our duty to use to 
the utmost if we would save for our civilisation the ways of 
freedom and justice and mercy and peace. 



CHAPTER IV 


THE MANUFACTURE OF ARMS AND THE 

arms traffic 

by 

HENRI ROLIN 

Legal Adnjtser to the Belgian Ministry of Foreign Affairs. 

i. The Fundamental Importance of Control 

A GREAT many of us, deeply interested in the 
problems of disarmament, have for a long time 
ignored the importance of arms manufacture and traffic. 
It certainly was the case with the League of Nations Societies 
and a great many of the pacifist groups, who, while giving 
some polite attention to the question, considered it as a 
separate and secondary problem. Official quarters did 
nothing to dissipate the error. A convention had been passed 
in 1925 controlling the traffic in arms but was of small 
value, and during eight years has not yet received a sufficient 
number of ratifications to be brought into force. Com- 
mittees worked year after year on the question of the pnvate 
manufacture of arms; the conclusions ol the majoiity 
amounted to nothing. Both questions (i.e. trade and manu- 
facture) remained outside the scope of the preparation for 
the Disarmament Conference, and the Draft Treaty of 
1930 did not include a single article on the matter of manu- 
facture and traffic. 

Opinion has now changed, for many of us are fully con- 
vinced that private manufacture with its present freedom 
from control is the main obstacle to disarmament, and that 
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its control or its suppression must be put in the forefront 
ot the work of the conference. Some delegations sharing 
these views ha\'e made proposals to that end, and more and 
more public opinion as expressed in resolutions of inter- 
national societies is showing its increasing concern. What 
arc the reasons for this changer What are the new facts 
or the old facts forgotten and recalled r What minimum 
solution must we light forr 

These are the few questions which I shall try to answer. 

ii. Article 8 the Covenant of the League, 

First of all, I want to remind you that the fifth paragraph 
of Article 8 of the Covenant reads as follows: 

"The Members of the League agree that the manufacture 
b}' private enterprise of munitions and implements of war is open 
to grave objections. The Council shall advise how the evil 
effects attendant upon such manufacture can be prevented, due 
regard being had to the necessities of those Members of the 
League which are not able to manufacture the munitions and 
implements of war necessary for their safety.’ 

To American people it is a matter of interest that the first 
Wilson draft had a much more radical tone: 

’I'he Contracting Powers further agree that munitions and 
implements of war shall not be manufactured by private enter- 
prise or for private profit.’ 

This paragraph first disappeared in the David Hunt 
Miller draft, wTich was taken as the basis of discussion in 
the Committee of Nineteen. It was reintroduced by Lord 
Cecil and President Wilson in the fourth meeting of the 
Commission with only the change shall to should^ and 

inCems of Peace X) 
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the addition of a phrase ‘directing the Execudve Council 
to advise how this practice can be dispensed with . 

Reasons for this weakening were obvious; First, the 
suporession of the private arms industry was of such chaiacte 
as to warrant some transitory measures; second, *e adoptio ^ 

of a Portuguese amendment, which reads in part aS o ows. 


^Due regard being paid in such recommendations to the 
necessities of those countries which are not able to manu.actme 
for themselves the munitions necessary for their sa e y. 

This additional change to the main proposition^ already 
adopted was to have a very great consequence. It is woit t 
while emphasizing from what quarter came, at that time, 
the only objection to the radical condemnation o t e priva e 
manufacture of arms— from the small States depending 
upon private industry in foreign countries. ^ 

Let us consider Article 8, paragraph 5, as it now stands. 
I beg you to notice that the Covenant mentions m this 
paragraph only the manufacture by private enterprise not 
the manufacture by States, nor does it mention the trafcc 
in arms. Traffic in arms was considered in two other ai tides 
of the Covenant, but very clearly not as a part of the geneia 
problem of disarmament, only as a matter of co-operation 
on the part of colonial countries : 


In that part of Article 22 which concerns the Mandatory 
states in Central Africa reference is made to ‘the prohibition 
of abuses such as the slave trade, the arms traffic • • • • 

In Article 23 the Members of the League agree that they 
‘will entrust the League with the general supervision of the 
trade in arms and ammunitions with the countries in which the 
control of this traffic is necessary in the common interest . 
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iii. Moral and Political Objections to Prkjate Manufacture. 

What were the grave objections to the manufacture of 
arms by private firms on the part of the authors of the Cove- 
nant? First of all we must admit that there was a moral 
prejudice against it. We only have to remember how 
deeply public feeling had been roused in different countries 
during the war by the profits made by certain firms. There 
is no need, however, to revile the manufacturers; for years 
they had been told that they were the backbone of national 
defence. In the years 1914 to 1918 the importance of 
their activity appeared still greater: armies and navies 
implored them to make new efforts, every facility was given 
to them, prices were hardly discussed, and they rightly claimed 
a part in the final victory. Yet, when the Tommies 
somewhere in Flanders or the Poilus of Verdun compared 
their own sufferings and risks with the profits earned by the 
few and noticed that the heavier their losses and their gains 
the bigger were the orders delivered to the arms firms, 
there was bound to arise an intense feeling, even in the 
most conservative mind. 

This feeling became still more violent when the soldiers 
^ of different armies realized that the private arms firms had 
not confined their work to national defence. Germans 
before Antwerp met guns from Krupp, the French at 
Salonica Vv’-ere shot by guns from Creusot bought in 
France with the help of a French loan. British industry 
had on its side helped to arm the Turkish fleet, just as 
the Germans had the Russian. One need not be a radical 
to find this shocking. 

There certainly was a feeling of the kind in the hearts of 
those who in January 1919 drafted paragraph 4, Article 8 
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of the Covenant, but the execution of this met with no small 
difficulty. The Permanent Military Committee appouued 
bv the Council of the League was first entrusted with it, 
but when the generals and admirals who composM it met a 
year later they bluntly declared that it in no wise atrectcd 
he States not disarmed by treaty. When a year later the 
same question was brought before the new consultatwe body 
the Temporary Mixed Committee, the answer was diftcruit. 

The moral aspect just described was not the mam criticism 
formulated by the Temporary Mixed Committee ag^mst 
the private arms industry, but rather the poluical impli- 
cations. They found that: 


I. Armament firms had attempted to bribe government 

officials both at home and abroad. 

(T Armament firms had disseminated false reports concerning 
the rnilitary and naval programmes of various countries in order 

to stimulate armament expenditure- 

(A Armament firms had sought to influence public opinion 
through the control of newspapers in their own and foreign 

''°T+rAmament firms had organized international armament 
ring! through which the armament race had been accentuated 

bv playing one country against another. ^ 

' (0 Armament firms had organized international a,rniaments 
trusts which had increased the price of armaments sold to gov- 

emments. 


In other words, the corruption of officials,^ abuse of t e 
Press, collusion to increase sales and raise prices were the 
political activities of the armament firms. These pecca- 
dilloes’ the Committee unanimously took the responsibUity 
of denouncing, and had only to recall the last years bemre 
the war to illustrate their contention. For example: 
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Corruption of officials . — The scandal in Japan following 
the revelation of the bribes received by the heads of the 
navy from a Krupp agent. The uneasiness caused in differ- 
ent armies by the personal link existing between the great 
armament firms and political quarters; that is, officers 
passing to and from the army and navy, from or to the 
private firms. The presence of members of parliament, 
ministers, bishops, among the important shareholders of 
arms firms. 

The corruption of the Press . — This was established at 
least with regard to the French Press through the publi- 
cation bv the Soviets of the report of a diplomatic mission. 
Some veai's before in the Reichstag a letter had been read 
in which the director of the Press had instructed his agent in 
Paris to persuade the F rench Press to praise F rench superiority 
in machine guns so that the German Government might 
more easily secure from parliament an increased military 
appropriation. 

hiternatmial co-operation between firms . — It was evident 
that the success of a firm within a certain country stimulated 
the success of firms in other countries. Also in those countries 
without arms industries the big firms of the world divided 
the spoils between them in order to prevent any dumping, 
to keep production costs as low as possible and prices as high 
as possible. The brotherly assistance given to Proboloff 
after 1905, not only by the French firms but also by the 
J 3 ritish and German ones, was a memorable example. 

iv. The Temporary Mixed Commission. 

In concluding its work the Temporary Mixed Commission 
agreed to certain principles which they recommended as a 
basis for an international convention on the national contro^ 
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of the private manufacture of arms, munitions, and imple- 
ments of war. Their decision was not unanimous. W i t 
rmi.!-,.. composed of .he four L.boo, .oe.nhe.s e.p.e* 

.j-g- preference for an international control, the majo ^ y 
suggested only a system of national licences granting to tne 
holder an unlimited right of manufacturing war material 
of the kind described. They recommended that legisUtivc 

lasure. should orgmi« full publicity » to the rcbt.o.t 
between firms und the Press, and prevent the stmulancous 
evercise of a legislative mandate by the director ot manager 
o” private enterprise engaged in the manufiteture ol war 
materials holding contracts with the State. 

Xh regard to the traffic in arms, the Comm.ss.on had 
made some progress, and the Council rvas able to call a 
conference where a conyention was adopted. 

V. The Convention of 1925- 

The Convention of 1925 contains 41 Ai ticks, but since 
the obiect of the Conference which drafted it was to prevent 
fxporfto certain zones of Africa and Western Asia, very 

radical reform could not be expected^ 
part of the Convention concerns the questions 0* 201 
Yet there were some clauses which were oi a broadc 
scope. I mention only the more important ones; 

■inkle 2 provides for a system of national licences, such 
licences for export being granted only when the e.xport is addressee 

» a V™m-t « to a public author..,- tube, d.u. c 

to it and on presentation of the order in writing fronr the 11 
porting governments. Each licence stipulates a description o 
the nature and quantity of the arms exported. 

Ankle 6 provides for publication not 01 the licences but on ) 
of the general statistics of the trade in arms between governments. 
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There is no need to dwell much longer on this Convention. 
It has not come into force because^ according to the Official 
Journal of 19335 it has not yet been ratified by the United 
States of America, Czechoslovakia, Italy, Japan, Switzer- 
land, and some other manufacturing States whose adherence 
was declared necessary by the British Empire, France, 
Sweden, and Denmark, 

Yi. Jf'A.k of the Council: Draft Coirjention of 1929, 

In i()26y when the question of private manufacture 
came again before the Council, the members seemed to 
have forgotten the main reasons for the work begun and 
decided to gather new information from the Governments 
about the evil effects of private industry. The result was 
not surprising. The same Governments which had accepted 
the Treaty of Versailles including the Covenant and Article 8, 
and in some instances the same statesmen who were in office 
in 19195 when asked about the motives which w^ere in their 
minds at that time seemed to have been struck with amnesia. 
All the replies coming from countries having private manu- 
facture were unanimous: no evil effect had ever been heard of. 

Only one or two small States, customers of the big foreign 
firms, had the taste to complain about their recent experience. 
The Government of Latvia declared in its reply that accord- 
ing to its own experience : 

\a) Agents, after having sold arms out of date which they 
praised very highly, then emphasized all the imperfections of 
these arms, in order to sell new material, which led to useless 
accumulation of stocks. 

\l>) In some cases competition between neighbouring States 
had been provoked by private arms firms. 

\c) Firms in different countries had secret understandings in 
order to maintain very high prices leading to excessive profits.’ 
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The Cuban Government declared very frankly that the 
history of Latin America provides many instances in which 
friendly countries have armed themselves in order to attack 
one another thanks to the facilities offered by the private 
manufacture of arms and trade in arms . . . which brings 
the latter under the ordinary rules of supply and demand 
like any other branch of production. 

But such discordant voices were not listened to. The 
Big Powers preferred to stand hrm on their own reassuring 
declarations. So the question of the private manufacture 
of arms, freed of responsibility as to evil effects and the 
different abuses with which it had been reproached, was 
sent to a special small Committee. After three years, 
in 1929, this Committee drew' up a Draft Convention which 
was to have been discussed by a Conference especially called 
for that purpose. 

If the results of the previous work were meagre nothing 
could be expected from a work carried on at the time when 
the Preparatory Commission for the Disarmiament Confer- 
ence had renounced both budgetary limitation and direct 
limitation. The Draft Convention of 1929 was worth 
exactly what the Draft Disarmament Convention prepared 
at the same time by the Preparatory Commission was worth 
— nothing. It does provide for licences, but these are general 
and not intended to indicate either a limit of the quantity or 
the destination. Only the name of the licensee is required 
and an indication of the kind of material which he is allowed 
to manufacture. There is also a provision for publicity 
but only of the total quantities with indication of the value. 
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vii. The Disarmament Conference. 

What were the circumstances which led to the reappear- 
ance of both the manufacture and traffic in arms as part, 
and I think everybody agrees as an essential part, of the 
general treaty in preparation r 

(1) New facts due to the happy imprudence and audacity 
of the arms industry, 

(2) The drastic change in the technical aspect of disarmament 
and new reflections on the conditions of control. 

The new facts were of such kind as to persuade the most 
sceptical of the need for drastic intervention. I know how 
people are generally incredulous before the oratory of Socialists 
and pacifists about the sins of capitalism or the responsi- 
bility of hhe red international of armaments’ in the prepara- 
tion of war. I myself, though a Socialist and a pacifist 
have always tried to accept as an axiom the general good 
will of the peoples of the w^orld to find a way out of the many 
difficulties which still are in the way. Discussion cannot 
go on with people in wffiose good faith one cannot believe. 

I am sorry to say the experience of last year does not allow 
us to keep that benevolent attitude of mind. I doubt that 
consciously men, born of women, having lived through or 
heard of the monstrous struggle in which humanity bled 
for four years, wmuld be able to favour the outbreak of 
hostilities. But consciously or not they are doing everything 
that may hasten it. 

You know the facts well enough. 

(i) The Shearer case of 1927: that successful campaign of 
suspicion made during the Naval Conference at Geneva in 1927 
by an American, a so-called representative of a few patriotic 
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groups, who after an inquiry by a Senate committee confessed 
to have received many thousands of dollars for his nasty work. 

(2) The cynical Press campaign in France against Briand and 
his peace policies carried on by papers owned by Schneider or 
groups related to it, a campaign which led the great Frenchman 
to the well-known declaration that the pens of those who fought 
the League vcere made of the same steel as that with which guns 
were moulded. 

(3) The everlasting Chinese civil w^ar which according to 
the statement of Victor Lefebure has been assisted and wws partly 
created by huge armament supplies from Vfestem nations. 

(4) The Skoda campaign which led Rumania to the brink 
of war against Russia, wLich denounced that country as pre- 
paring for aggression and assured important orders to the big 
arms manufacturers of Czechoslovakia and ended wuth the suicide 
of a Rumanian general when the scandal was discovered and 
denounced. 

(5) Last but not least is the financial assistance given to the 
Hitler movemient in Germany by heads of the Skoda-Schneider 
consortium. 

Whether we like it or not, the situation is now such that 
everybody who desires the lasting success of the Disarmament 
Conference must count,, now and later, on the decided and 
cynical opposition of an important part of the financial and 
industrial interests of the world — and take measures to 
meet it. 

And yet it may be that the moral and political reasons for 
drastic measures to reform the present state of things wmuld 
not have sufficed if careful consideration of the problem of 
control had not led to the statement, which, though not 
recognized by some States as such, appears to me as a truism ; 

: that it is a mere farce to pretend that you limit the armaments 
of States if, within or without the boundaries of such States, 
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individuals or private companies are allowed to possess or 
prepare in unlimited quantities material which has no other 
reason for existence than to be sooner or later used as arma- 
ments by States at war. I ask my readers to consider 
if they would advise their own countries to reduce 
their armaments to a certain level corresponding to that 
allowed to States of similar importance, if they were at the 
same time ignorant of the stocks detained or prepared 
for the same States in unlimited number by private firms 
inside or outside their boundaries. 

The logical necessity of interfering with private industry 
appears still greater once you adopt the principle that the 
reduction will be not only quantitative but qualitative, that 
some material will be not only reduced but altogether 
prohibited. To allow private factories to make tanks or 
guns of the highest calibre would, of course, amount to 
nothing less than to assure violation of any agreement in 
case of war, and quite probably by the aggressor. 

There is no doubt that the change of attitude of the Dis- 
armament Conference, concerning the technique of disarma- 
ment, has greatly helped to illustrate at the same time the 
possibility and the necessity of taking more drastic measures 
than those heretofore contemplated with regard to the 
manufacture of arms. But the explanation would not be 
complete if I did not add that had it not been for certain 
changes in the point of view of some delegations due to 
national political events, no new move would probably 
have been made. I allude to the change in France. The 
elections of 5 May, 1932, which put an end to 
Ad. Tardieu’s Government, were certainly the decisive 
factor behind the new F rench attitude. F ranee now took 
the lead in the fight against private manufacture, and was 
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strongly supported by the Spanish and the Poles, and also 
by the Danes. That is important, for Denmark is certainly 
one of those States hiot able to manufacture the v/hole of 
munitions and implements of war necessary for its army’. 
Nor are probably Poland and Spain. Yet they did not hesi- 
tate to support the suppression of private manufacture. 
They knew, in fact, that they would lose nothing of their 
independence if they were obliged to order material from 
foreign governments instead of foreign hrms which were 
nearly always supported by the government. The only 
difference would be a lessened pressure. The opponents 
were the United States, the British Empire, Italy, Germany, 
and Japan, and I regret to say my own country. Belgium 
blundered because of the important interests of our national 
industry. 

The discussion was passionate and was continued before 
the General Commission where the Danish delegate, 
hdr. Borberg, made a very eloquent attack. Mr. Norman 
Davis also did not hesitate to express his repugnance that 
‘citizens of the respective countries should continue to 
make profits in the production of weapons designed to create 
human suffering’; that ‘the situation should exist in which 
there were persons to whose financial interest it was to oppose 
mutual understanding, to oppose measures for the reduction 
of armaments, and even to foment misunderstanding and 
sow the seeds of discord’; that ‘profit of any kind should 
be made out of sufferings inflicted on others’ . His obj ections, 
however, were mostly of an economic character. He main- 
tained that most private arms firms combined the production 
of war material with manufacture of other products, so that 
State monopoly would involve a very expensive acquisition 
of factories and dockyards, and high costs of production. 
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The argument was perhaps convincing. It ignored the 
fact that a State might not necessarily take over the enter- 
prises but only rent them for the time of manufacture of 
war material. Or governments might organize manu- 
tacture under a system, of ‘requisition’ to which even foreign 
States might be entitled if so provided for by international 
regulation. The difficulty of reform, however, was thereby 
clearly pointed out. 

Much less important, hut graver, were the objections 
of the British delegation, which seemed mostly concerned 
about the rights of the private manufacturer. The entire 
speech indicated a smaller comprehension of the problem, 
of which we had proof in the fact that in April 1933 the 
otherwise valuable proposals of Mr. MacDonald did not 
include a single article on the problem of arms manufacture 
and trade. Also in former months the British Government 
very deliberately refused to answer the questions put about 
private manufacture, contending that it was useless to give 
the names of firms since all were miore concerned with 
peaceful production. France at the same time gave a list of 
109 such enterprises, and the United States of 60. 

In the m.eanwhile public opinion has begun to be concerned, 
and delegates of disabled soldiers from ail over the world 
last spring delivered before the Disarmament Conference 
a solemn demand for the abolition. of the private manufacture 
of arms. 


viii. A Suggested Solution, 

Is there still hope of getting abolition in the next Con- 
vention? I fear not, but we must energetically demand 
international regulation, the principle of which the American 
Delegation has solemnly accepted. 
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I'he solution is clear enough ; 

(0 With regard to Trade in Arms, the Convention of 1925 
mav prove of great usefulness if slightly reinforced. Of first 
importance would be the principle that expon be permittc 
only to governments; it would not only prevent civil war, but 
it would give a meaning to arms statistics which do not now 
give any indication of the real addressee, the negotiations for 
arms being made often enough by intermediaries as has been 

recently acknowledged by China. _ -run- r 

In order to agree with the general lines of the I reaty th 
licences must indicate not only quantity and kind of mateiial 
but value, so that the total imports of a State may be compared 
with the expenditure to which that State is entitled. ^ 

Last but not least, the licences must be communicated to a 
central international body, if not for approval at least m ordei 
to aive time for objection. It has been suggested by the 
Pohsh Government that for this purpose there must be a certain 
delay between the granting of the licence and the time of ^P°«- 
(2) The Draft Convention of 1929 must be reciraited. 
The're is no need why the State having arms factories on its 
territory should have greater facilities. We will get nothing 
from a system of general licences giving authority to this or tnat 
person or company. What we want and are not getting, so far 
as I know the many schemes recommended by the Convemion, 
is to know exactly for what State arms are manufactured. “ 
too, we should know both the quantity and the price and have 
the orders verified by a central international body before they 
are executed. We have nearly all of this in the Opium Con- 

vention. Why not here? ^ ^ 

If we ask for some international control supervising the 

national authorities, is it not justified by the fact that^ the only 
consumers are governments themselves and ^ that no infraction 
may happen except for the benefit and with the consent of 
governments? 
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This second proposal is found in the Resolution of the Plenary 
Congress of the Federation of League of Nations Societies held 
in Montreux this year. 

(3) Lastly, we certainly must extend the system of control 
to State manufacture. The States which have a system of 
State monopoly will understand that in case of disarmiament 
every State will have the right to know at once what quantity 
of war material is manufactured in State factories. Let all States 
interested in control prove their good faith and good will by their 
readiness to accept for themselves the necessity of giving an 
account. 

'There you have, very briefly, the general outline of the 
solution I recommend. I know it does not directly put an 
end to the grave objections denounced by the Covenant, 
and I would not be sincere if I did not express my deep hope 
that in later years we may realize President Wilson’s original 
proposition. I have not the same enthusiasm for the 
possibility of putting an end, by legislative measures, to the 
corruptive influence of arms firms on the Press and on 
political quarters. 

I hrmlv believe, however, that if we get a good general 
Treaty — and that means first of all for me if that Treaty 
offers the possibility of putting an end to speculation in arms 
— a serious blow will have been given to the arms industry, 
and that industry wdll lose some of its attraction for those 
whose only interest w^as profit. 



CHAPTER V 


PUBLIC OPINION AND THE LEAGUE 
OF NATIONS 


E, j. PHELAN 

Chief of the Diplomatic DDoisim of the International Labour Office. 

i. The Nature of Puhlic Opinion. 

W hen I addressed this Institute on previous occa- 
sions I faced it with a certain confidence. I felt 
that I knew what J was talking about-however imperfectly 
I may have conveyed that impression to my audience. But 
on this occasion I am not in that happy position. 

Public opinion is the subject allotted to me. But what 
is public opinion ? 1 d o not know of any satisfactory answei^ 

to that preliminary question. I can imagine someone 
making an immediate reply and saying— ‘That s all 
There is a public opinion among your audience at this 
moment; there is a public opinion that this is a very pooi 
lecture’. If so, it is a public opinion which I should be tne 
first to share. But what is this public opinion ? We know 
what it is about, but that does not enable us to say what 

It’s no use saying that it is what a number of people think 
when they think the same thing. That only amounts to 
saying: (i) that people think, and ( 2 ) that their thoughts 
sometimes coincide. I suppose according to the laws of 
probability that must happen more or less often, but it can 
quite clearly happen without producing what we call public 
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opinion. Thus all we can say is that there Is something 
which it is convenient to call public opinion : we can some- 
times recognize its presence: we can go further^ though with 
less certainty, and affirm what it is about; but we do not 
know what it is. 

This, of course, is nothing new in human experience. 
There are many things with whose presence we are familiar 
but of the nature of which we are ignorant — gravity and 
electricity are two examples. But they are not very helpful 
examples because although we do not know what they are 
we can measure and even predict their results. We know 
enough about them to be able to use them so as to produce 
the results we desire and therefore we can presume that they 
have an existence. Moreover, they have this quality, that 
used any number of times in the same way they produce 
the same results. We have no means of knowing whether 
that is true of public opinion. We talk of a strong public 
opinion or of a weak public opinion, just as we talk of a 
strong or a weak current — in fact, we frequently refer to 
the current of public opinion. But that doesn’t bring it 
into the same area of knowledge as the electric current with 
which we so easily compare it. 

Yet, when we have said all this the fact remains that we 
do think of public opinion as the working force behind our 
democratic institutions. We may not know what it is but 
we do think it exists, if as nothing else then as a working 
hypothesis on which to explain certain phenomena of govern- 
ment.^ 


ii. The Nature of the League. 

I have been asked to deal with Public Opinion and the 
League of Nations, and since it seems difficult to avoid the 
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mists of metaphysics if we start with Public Opinion, let us 
Tel if we canL discuss the problem more prohtably if wc 

begin at the other end Nations? 

Wbjit as a working saucture is u.o 
It consists of a certain number of States, between fifty and 
sixty organized under the Covenant of the League of Nations 
Part’xfll of the Treaty of Versailles, and the Statute o 
fh Permanent Court of International Justice, for certain 

common purposes. It is not a e 

It is an association of States to pursue under *ese ^r 
Charters or Constitutions, a policy of ' 

operation. This is not necessarily a ’ 

I think, tending towards world -governmen s°=^ P 

chaiwincf so rapidly that it does not at all follow that 
world goveniment, if and when it is achieved, will be repr^ 
sented by the transference of some or all oi the poweis no 
exercised by national governments to an inmrnational 
“rnent." That, however, is another question which 

""VoTthe m°omerth'e League is a co-operative association 
of States This should and does mean the institution o 
to sSans of co-operation, co-operation between States 
and States and co-operation between the States and _e 
League But the two systems are not on the same asis. 
The^ co-operation between the States and Ae League is 
somewhat onesided. The League cannot interfere whh 
the authority of the States, but the States can 
the authority of the League. It is co-operation a. d hned 
by the pedlar in Wall Street who set up a stall to sell hot- 
doc^s in^front of the National Bank. He was appioache 
bygone of his friends who asked for a loan Can t be doi , 
said the vendor of hot-dogs. ‘Why not ?’ asked his friend. 
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‘Because of co-operation’^ was the reply. ‘You see, when 
I set up my stall here I had to approach the Bank and we 
agreed to co-operate.’ ‘How do vou mean — co-operate?’ 
asked the disappointed borrower. ‘Well, you see, it’s like 
this’, was the reply. ‘The Bank, they agreed that they 
wouldn’t sell no hot-dogs, and I agreed that I wouldn’t 
make no loans.’ 

It vrould he somewhat of an exaggeration to compare the 
League to the street vendor, but it is less of an exaggeration 
to compare the relative powers of the Wail Street Bank and 
of its humble parasite with the relative powers of the States 
Members and of the League itself. But the mere fact that 
the States have powers which they jealously refuse to sur- 
render makes co-operation all the more necessary, and in 
fact indispensable, 

iii. Results and Failures. 

Now what results has that co-operation given? It may 
be argued, and with justice, that they are considerable. In 
the case of the League the greatest results are probably 
negative and therefore incapable of measurement. We 
cannot count the wars that did not take place, the graves 
that were never dug, the mothers and wives that are un- 
bereaved. We can only, from the knowledge of certain 
cases of settlement of disputes, form a certain valuation. 
\¥e can add to that a long list of important constructive 
achievements in the fields of administration — Dantzig and 
the Saar, for example, and the supervision of the Mandates, 
and of other less direct achievements in the realms of Health, 
Transit, Opium, and so on. 

The Court has functioned as well if not better than most 
national Courts^ 



Public Opinion and the 


The International Labour Organization has seventeen 
Conferences to its credit, of which sixteen may be considered 

to have been wholly successful. _ 

But unfortunately the League is not_ a business. It 
cannot strike a balance sheet. A multiplicity of successes 
does not outweigh two or three failures. It is no use 
savina we succeeded in Dantzig even if we failed with 
Disarmament: minorities and mandates cannot be weighed 
against our monetary muddle, nor the record of the Court 
compensate for economic chaos. Perhaps the League wi 
yet solve the economic and disarmament problem. It is too 
soon to despair. But we must admit, and I think it is not 
open to doubt, that the States have not co-operated success- 
fully in these two fields of Disarmament and Economic 


Organization. . . , 

It would take us too far afield to examine in detail the 

Conferences which dealt with those subjetts. But at the 
risk of being considered prejudiced, I think it is worth while 
to compare their failure to achieve results with the unbroken 
series of successful Labour Conferences— it is particularly 
worthy of note that this year’s Labour Conference, neld 
at the peak of the crisis, with a heavy agenda of the first 
importance, carrying on under the blow which the whole 
Labour Organization suffered from the death of Albert 
Thomas, and faced with a political crisis of the first order, 
has yet every claim to be the most successful Confeience 
the Organization has ever held. I know, of course, that 
I shall be told that problems like Disarmament and Economic 
Organization are in a different class from Labour problems, 
that they involve a play of interests and passions and high 
policy which render them particularly difficult. I am ready 
to admit that, with certain qualifications, but I still think 
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that it is worth while looking at the record of the Labour 
Conferences if only to be quite sure that no suggestion of 
method or procedure cannot be found which might be 
helpful. 

iv. Special Features of the Labour Conference, 

If we do so look, we shall be struck by three things. 
The first is the composition of the Labour Conference. It 
contains, as you know, non-government delegates, delegates 
representing the two interests immediately concerned — 
employers and workers. They are there in equal propor- 
tions, and in voting power when they differ they cancel out. 
But their presence means two things. It means that the 
Conference has within itself the people who are going to 
be affected by its decisions : it must hear their views as equals 
and it must decide in their presence. It does not hear a 
deputation from them or listen to an echo of their opinion 
from afar. It cannot lose itself in the by-ways of logic or 
the subtleties of face-saving compromise. It must, willy 
nilly, face up to the issues before it, and it is perhaps 
because it cannot retreat that it has always emerged 
victorious. 

I saw something that reminded me of the Labour Con- 
ference once in the Disarmament Conference wTen the 
representatives of the Ex-Service Men and the Mutiles de 
Guerre came and stated their views to Mr, Henderson and 
the assembled Delegates. It was a tremendously moving 
occasion which no one who witnessed will ever forget. But 
one had the sensation that to some of the delegates this was 
an intrusion not wholly welcome. The spectacle of these 
men, bearing the physical marks of their sacrifice, and the 
passion with which they demanded that the Conference 
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achieve its object, was somewhat out of harmony with all 
the len2;thv fencing round policy and prestige. ne v/on- 

L btohc, the Conference would no, have .™dc more 

progress had they stayed. ^ ^ 

But even if they had stayed and it, as a consequence. 
Conference had reached definite and fav-reachmg decisions, 

Sore dccirronr would huv. been no more than propoeak lor 
bscadon by .he Gou.rnnren.e. The G--'" »» 
have had to consider rhem. but ,t they d.d not nbe then, 
Lv might by negotiation through diplomatic channels har^e 
rjpded .0 lattt them down. That danger rs, as we dull 
Le, avoided in the case of the decisions ox the Labour Con- 

The' second thing is that a Labour Conference is only 
asked to do something which a Conference can dearly do. 
In other words, it is asked to say ‘yes’ or no to a decision. 
A conference of two hundred members can no more write 
a treaty than two hundred artists can paint a picture. That 
was recognized in the Disarmament Conference when the 
Delegations gave up trying to hold the brusL togemei an 
tried holding it in turn. But the result, dthough bette , 
was not sucissful. The mere fact that the British artist 
' was satisfied with his picture was enough to convince Ae 
other delegations that it must be wrong. A right dec.siou 
with a national label attached to it is almost impossibly 
handicapped from the start. In the Labour Conference 
the draft decisions which the Conference takes as the basis 
of its discussions have no national label; they are the work 

of the international staff. 

The third thing about the Labour Conference which 
differentiates it from the other League Conferences^ that 
it is geared in with the national parliaments. 1 here is a Treaty 
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obligation to lay its decisions before parliament. They 
cannot be accepted or rejected by a ministerial or even a 
Cabinet decision. The national representative body must 
take its responsibility of giving a decision which is ""yes’ or 
To’. 

It is^ of courscj true that parliaments have turned down 
labour conventions. This presentation to Parliament within 
a time limit does not ensure acceptance, but it does ensure 
two things: a public decision and the necessity of either 
accepting or refusing the international proposal — another 
watered-down edition cannot be put in its place. 

Here, then, are three ideas suggested by the experience 
of the Labour Conference which wmuld seem to deserve 
consideration. Before conferences are condemned as a 
method of world co-operation, and that is a danger which 
is very real at present, we should surely ask ourselves three 
questions. Are the conferences rightly composed? are they 
asked to do what a conference can be reasonably expected to 
do ? and should they not be given some more definite relation 
to the States with whom lies the power of ultimate decision ? 
But even if our conference machinery and method were 
perfect, the conference decisions would not be operative of 
themselves, the real decision, the decision to accept or reject 
them lies with the States. Even where conferences have 
been successful the amount of action on their decisions leaves 
much to be desired, and must be a matter of grave pre- 
occupation to every believer in the necessity for effective 
international co-operation. 

V. Public Opmion IVithin the State, 

I'his brings us to the critical problem of action within 
the State. It is in the State that the fundamental difficul- 
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■ • thp W1V of effective international co-operation arise. 

.he of these difficul.ies we ™es. 

these ttte » 
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thev think that the employers are going to be unduly 
hampered in their operations. Their view may, of course, 
prevail. But if it does, what happens is not that the Home 
Secretary proceeds to alter his Bill to meet the desire of a 
majority of the House: what happens is that he drops the 
Bill. In other words, the House has exercised a veto, not 
a law-making activity. 

This is, of course, a very rough and ready description, 
subject to many qualihcauions. It is more or less true 
according to the subject of the legislation under considera- 
tion — more true where the subject is technical and where 
the interests concerned are organized, and less true where 
the subject is general and the interests affected have no 
special organization. But in modern society the proportion 
of technical legislation is steadily growing, and as it grows 
this transference of legislative power becomes more marked. 

If it is true that this is what is happening, and if it is 
true that public opinion is the motive force of the democratic 
State, then we are forced to the conclusion that there is not 
one public opinion which acts on Parliament but that there 
are a series of public opinions. When the action of Par- 
liament is positive it is usually in response to a public opinion 
which exists wdthin the interests concerned. The action 
of Parliament may not of course go the whole way: it may 
represent a compromise between the fractional public opinion 
and the general public opinion — but that is a question of 
the quantity of the action. The source of Parliament’s'- 
action is the fractional opinion. 

So that, if we think of constructive action in a democratic 
State, what is really important are these fractional opinions. 
In what do they consist? Of the opinions of a certain 
number of citizens who have a common interest, and who 
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have an organization for expressing their considered view. A 
fractional or group opinion to achieve results must^ however, 
get the consent of the general public opinion. It is necessary 
therefore to push our analysis a little further and attempt 
to determine what is the structural relation between these 
fractional opinions and the general opinion. It is here that 
the difficulties are considerable. The fractions are not 
distinct. They are not distinct because any citizen mav 
belong to a whole series of groups. A typical member of 
a group may be, for instance, a lawyer by profession, Church 
of England by religion, a Liberal in politics, a racegoer for 
his amusement, a shareholder in the mining industry, a 
member of a co-operative society, and a member of the 
League of Nations Union. In so far as he contributes to 
the public opinion of one of those groups he is probably 
affected by his membership of one or more of the other 
groups. And his links vcith these groups do not by any 
means decide his opinion in any one of them. Each citizen 
has his individual background of family, or school, or univer- 
sity, and he has also his daily and his weekly newspaper, 
which may have different tendencies, and perhaps a special 
confidence in one or more public men to whose opinions 
he pays considerable respect. 

vi. The htdispensahiliiy of the Politician. 

If one. tried to make a map of all these intersecting influences 
it would be something very complex, something like the 
map of the wiring of a modern electrical machine. And 
if you tried to make larger maps of the group and then of 
the whole community you would get something which no 
living man could hope to decipher. 

The astonishing thing is, however, that there are people 
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who, though they do not actually trace the kind of map I 
have described, can find their way about the country of 
opinion of which the map would be a survey. They are 
called politicians. In the curious and relatively unexplored 
land of opinion they somehow succeed in treading, if not 
with complete security, with at all events only such a pro- 
portion of disasters as does not discourage a steady flow of 
recruits to their ranks. Hov/ they do it I do not profess to 
know. But they do do it, and in doing it they perform 
an inaispensable task without w'hich the democratic State 
could not function. Group opinions are being, so to speak, 
emitted all the time. Somehow or other the politician tunes 
himself in and gets the messages, and trims his sails according 
to his judgement of which are important. 

This phenomenon, though it is extraordinary, is not 
isolated. Sailors are able to do something not v/holly dis- 
similar. I remember once coming up the English Channel 
in a sailing yacht. All day we had been sailing with light 
and variable vfinds, out of sight of land, and about midday 
we ran into a thick haze and the wdnd dropped. The 
owner, who was an enthusiastic amateur navigator, had 
been amusing himself establishing what is called a dead 
reckoning. He had allowed, on his chart, for the distance 
run in this and that direction, for the tides, for the currents, 
for leeway, and so on, and had established to his own satis- 
faction where we were. He announced the result of his 
calculations to the paid skipper, a fisherman who had no 
use for charts and who w’-as quite incapable of using parallel 
rulers. The skipper looked vaguely at the water and at 
the sky and then, after a moment’s silence, shook his head 
and said: 'We be about off Hastings.’ Half an hour later 
the haze cleared, and there was Hastings right abeam. This 
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is not wholly dissimilar to what happened about two years 
ago v/hen Great Britain ran into an economic and financial 
fog and certain politicians who were quite incapable of 
reading statistical charts announced : We be about oft gold', 
and events proved that they were right. 

It is important to examine the action of the politician 
a little more closely for he is not just a passive 'receiver’. 
The action he takes, or to continue our metaphor, the course 
he decides to steer, has an effect on the opinions he responds 
to. Here we reach the difficult problem of leadership, 
which of course is a problem in itself but which, cannot be 
left "but of account in any attempt to understand public 
opinion. For our purposes it will be perhaps enough to 
say that it is the nature of the group which fixes the field 
or sphere in which it will formulate opinion. (It is unlikely, 
for instance, that a golf club will discuss the rules of chess.) 
The leader (who must of course be what I have called a 
politician) fixes the direction, that is, the questions within 
that field on which opinion is to be formulated and the kind 
of decision to be taken. And it is the group which then 
settles how far in that direction it is prepared to go. 

vii. The Press and Public Opinion, 

You will perhaps wonder why, in this discussion about 
public opinion, I have said practically nothing about the 
Press. The reason is that the opinion of the Press is not 
public opinion. It may be mistaken for it, or reflect it, 
or influence it, but it is simply a confusion of thought to 
identify the one with the other. There is a story which 
will save a lot of exposition. It is recorded, I know not 
with what truth, that the Sultan of Turkey one day sent for 
his Grand Vizier and said : 'This campaign in England and 
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Scotland carried on by that man Gladstone about my methods 
of governing Armenia is becoming really annoying. The 
British Ambassador keeps on coming to see me at ail hours. 
I have received him politely more than a dozen timeSj but 
to-day I lost patience and told him that if he kept on I 
must regard the action of his Government as unfriendly* 
I gave him a piece of advice. I told him that v^^hat his 
Government ought to do was to treat this man Gladstone 
as I treat my troublesome Armenians, and then we could 
all live in peace and tranquillity. But would you believe 
it, the Ambassador made a most humiliating confession. 
He told me quite confidentially that it was not Mr. Glad- 
stone’s fault, and that if his Government were to put Mr. 
Gladstone in a sack and drop him in the Thames it would 
make no difference! In England’ (and here it reported that 
the Sultan could not repress a shudder), fit is the people 
who govern the Government. I told him I was not con- 
vinced that, horrible as that was, it ruled out my remedy. 
The people, left to themselves, would worry about taxes. 
But tvhy should they worry about Armenia? To that the 
Ambassador replied that the English people could read’ (here 
the Sultan shuddered again) ^and that therefore they formed 
what he called a public opinion before which any Govern- 
ment must bow down. They read, it seems, a paper called 
The TimeSj and The Tbnes is more extreme on the subject 
of Armenia than even Mr. Gladstone. Now’, said the 
Sultan, khat we know the way in which England is 
really governed it is quite easy to deal with her. Here is 
;f 20 0,000 in gold. Go to England secretly and buy 
The Times'. 

Some months later the Grand Vizier returned to his Royal 
Master and made his report. 
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*[ rejoice to inform your Majesty/ lie said, "that my 
ha^ been wholly successful. I think I can guarantee 
that Your Majesty will have no more trouble. Your Majesty 
w:]/ however, pardon me if I have ventured to depart from his 
instructions on a point of detail. I felt very greatly the respon- 
sibilitv of exrending so large a sum as that with which Your 
Maiesty had entrusted me, and in view of the well-known 
duplicity of British diplomats I thought it well to check very 
carefullv what the Ambassador had told you. I therefore made 
a careful search for this public opinion of which he spoke. It 
is true. It exists all over England. It is, in fact, a system 
which is reflected in the physical structure of the country. In 
the towns, and even in the villages, wherever there is a street 
of houses, the end of one street and the beginning of the next 
is marked by a special kind of house called a ^Tublic-House”. 
It is in these public-houses that the citizens meet to form the 
public opinion of England. It is no wmnder that the Govern- 
ment is afraid of it, because the enthusiasm of the citizens for 
meeting is extraordinary. Your Majesty wull hardly believe 
it, but they meet for hours every evening, and it is often difficult 
to make them go away when it is time for the establishment 
to close. 

A visited these public-houses all over the country and I made 
an important discovery. In not one single one of them, Your 
Majesty, did I ever see a copy of The Times ^ and I was informed 
on the best possible authority that The Times is never read in 
these public-houses. But, Your Majestjy in every one of them 
I found another newspaper, a paper which I am assured is to 
be found in every public-house in Great Britain. The duplicity 
of the British Ambassador became clear to me. His story was 
true in all points but one. He wanted to lead Your Majesty 
to spend immense treasure in buying the wmong paper. But 
my inquiries enabled me to confound his trickery. Your 
Majest}' is now the sole proprietor of the Llce?ised Victuallers' 
Gazeiiel 
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I am not sure that that is really a humorous store. Thor! 
was a penod m English politics when the politicians of':: 
^porurnt party were convinced that the brewers h!ad‘; 

' Sl'so BeaverbrooJcs; whether that is 

btil.i SO I am not competent to discuss. 

I will not say more about the Press iiow, save to re- ...- 

1 V """ constitute public oo'iihon! 

goo less or a ‘bad Press’ is not even an infkiUbie o-u.'d,- 
to what public opinion is. But a -good Press' or 't bad 

th. P t ^ important is probably that it is through 
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ims Its opinion on a particular issue. That problem 
<1=.!. w„h « a previous session bv Mr, iTl J “i 
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viii. The Representation of Rubik Opinion at Geneva. 

I have, of course, by no means e.vhausted the list of 
elements which would require detailed consideration in anv 
omplete attempt to describe all the factors that interplay 
m the formation of public opinion, but it is time to return 

dontottf'G " of international co-openx- ' 

tion not in Geneva but m the States. That means that 

bomehow or other we must find means of gettin- public 
opinion to concern itself with international co-Vration 

clear fii'st of these means is 

purpose thl' ex 

opeLian Th^r-'‘T international co- 

pcation. That is the justification of a League of Nations 

‘ See Problems of Peace, Sixth Series. 
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Union, if there were no groups there would be in all 
probabilitv no opinion. The next task of that group is, 
having decided on its own attitude on any question of inter- 
national co-operation, to influence, through pressure on 
Parliament or in any other \¥ay, the Government, since it 
is the Goveriiment which deiines the policy which the 
couiitr}' is to follow at Geneva. If that is not its task, 
then it has no raison d'etre. Although the point is obvious, 
it is important, because not very long ago members of a 
certain Government expressed the view that it was the 
Government, and the Government only, that could decide 
policy in matters of international co-operation, and that 
therefore no group was entitled to express an opinion on 
what the Government policy should be. The fact that the 
view put forward by the Union happened to be nearer to 
the views of another political party opposed to the Govern- 
ment in question was irrelevant, but it was dragged in in 
order to accuse the League of Nations Union of being a 
partv organization. 

It is, I think, probable that the controversy would never 
have arisen if the question had been concerned with a 
domestic affair. The protest was therefore understandable, 
even if it was not justified. The formation of national 
groups concerned with international co-operation is in fact 
a political phenomenon of great importance. It carries 
democracy into the last stronghold of non-democratic autho- 
rity. In tact, until the League of Nations Unions came 
into existence, democratic government was nowhere more 
than democratic Home Rule, 

It then it be the task of the Unions to influence govern- 
ments, how are they to do itr Clearly by influencing 
public opinion through any or all of the channels we have 
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that Foreign Affairs — a very wrong description of inter- 
national co-operation — is a matter of high policy to be 
carefully shielded from public interference. I would ven- 
ture to suggest that it should be one of the aims of the Union 
to break dov/n that prejudice. Once public opinion in 
general realizes that high policy is alwaySj or almost always, 
concerned with low issues, and that Foreign Affairs have 
vital and detailed domestic repercussions, public opinion in 
general will demand that its leaders shall be consulted in 
those fields just as v/ell as in any other. This will then 
tend to carry with it the almost inevitable next step of 
representation, representation of the League of Nations 
Union in Delegations to general League Conferences, just 
as employers and workers are represented in International 
Labour Conferences. It may be noted that no legal diffi- 
culty arises and that this could be accomplished by a stroke 
of the Foreign Secretary’s pen. 

The next logical development would be to allow the 
International Federation of League of Nations Unions to 
appoint a representative or representatives who would sit 
at the table of the Council and take part in Council dis- 
cussions. This of course is more difficult, but it need not 
necessarily involve an amendment of the Covenant, since 
it is not essential that these representatives should have a 
vote. Precedents exist as regards the Chairmen of League 
Committees, and there is nothing which need prevent the 
Council taking the decision if the States Members agreed. 
And then, as a corrollary, the Secretariat would be led to 
consult with the International Federation as it does with 
the governments. 

I don’t suggest that all this is a programme which can 
be immediately achieved, nor that it is the only programme. 
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What I do suggest is that the League of Nations Unions, 
while continuing their present work of education and 
influence, should also devote attention to the structure 
within which their work can become most effective. 

If I am told that my owm tentative proposals are revolu- 
tionarv, I can only reply that I do not think so. I am 
only suggesting an extension of well-tried practices to a 
new^' field. If I am told that the authority and dignity of 
governments wmuld be undermined, I should answer that 
in the case of governments those qualities are not absolute: 
they are measured by the success wdth w^hich governments 
govern. In the absence of effective international co-opera- 
tion no government can really govern at ail, because the 
‘framework of order’ which it is its function to produce will 
be constantly upset by external events beyond its control 
or influence. 

If some such system as I have indicated could be evolved, 
the real authority of government wmuld be increased and 
not diminished. The red blood of public opinion would 
pulse freely through the organs of the League, at present 
starved of that lifegiving circulation, and those organs, thus 
enabled to play their real functions in the body politic of 
the wmrld community, could make a ne^w and vital con- 
tribution to its health and vigour. 
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I HAVE been asked to consider some recent territorial 
disputes before the League of Nations and the Permanent 
Court of International Justice. What I have to say on 
that subject will be in the nature of an introduction 
to what will follow, and I must pause to say that during 
the course of the last year Mr. Lester, as the representative 
of the Irish Free State on the Council of the League of 
Nations, has borne a very large responsibility in dealing 
with territorial disputes before the Council He has borne 
that responsibility in such a way as to reflect great credit, 
not only upon himself, but also upon the Irish Free State 
and the Council of the League of Nations. 

i. The Changing Map of the World. 

I suppose if there is one lesson of history which stands 
out as clearly as any other, it is this: that the map of the 
world is not static. All of us are accustomed to think of 
geography as w^e may have learned it in school We are 
accustomed to certain kinas of international boundaries \ we 
are accustomed to certain colours on the map for each 
country, and we carry through life a notion that the map 
has always been as we learned it in school and must always 
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be so. One encouragement to that attitude^ perhaps, is the 
fact that so few map-makers ever date their maps. Some- 
how the map-makers seldom feel it necessary to tell us the 
date on which their map was made and published; yet a 
a very little experience of such things convinces one that 
the maps have a way of changing themselves very rapidly 
indeed, and a map which served for general purposes when 
X was a bov in school would not serve the same purpose 
to-day. 

It is a natural human trait to desire to regard certain 
questions as settled, and perhaps for the lifetimes of most 
of us many international boundaries in the world can be 
said to be settled. Yet if one compares the map of to-day 
with the map of fifty years ago, I think he must agree that 
nothing is more changing from generation to generation than 
the colours on the maps. In connection wdth territorial 
arrangements, great importance is to be attached to the 
element of stability. It seems to me that a bad boundary 
between two States is far better than no boundary at all. 
One does not need to have great experience in territorial 
adjustments to realize that there is hardly such a thing as 
an absolutely just boundary. There are certain factors to 
be taken into account, but the precise value to be attached 
to one factor rather than another is extremely difficult to 
estimate. 

Now there remain in the world, and perhaps there will 
always remain, certain territorial areas of discord. The_y 
are to be found to-day in almost every continent. We hear 
a great deal in Europe to-day about the revision of treaties. 
There are places in Africa where the territorial situation 
is most uncertain. There are places in Asia where recti- 
fications are constantly being attempted. In North America, 
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we have had numerous territorial boundary disputes in the 
course of the last hundred years, and in South America the 
boundaries in many places are still in a state of great uncer- 
tainty. The great changes in the map, of course, came 
during the course of that hundred years in which many new 
territories were being occupied, especially the new terri- 
tones in North America and in South America, and more 
recently in Airica. One would like to think that most of 
the territory of the world is to-day occupied, or at any rate 
allotted as between States; yet that can hardly be true when 
one has read only within the last few weeks that France 
IS now proceeding to the occupation of certain islands in the 
Paciticand is declaring that occupation so that other countries 
may know about it. 


ii. Hoiv are Chmiges to he Effected? 

I here is, then, a big problem in international relations, 
and a problem from which one cannot escape : how are the 
changes in ±e map to be effected.? We can foresee that 
changes are inevitable; and the great question for us is: how 
can those changes be made? For me it is a problem both 
of international law and of politics, perhaps more a problem 
of politics than of law. 

The method by which changes have been effected in the 
past has frequently been the method of war. A war, 
However, does not assure a just boundary, and looking back 
over the course of history one cannot say that wars have 
produced final terntorial adjustments between States. I 
think everybody will agree, quite apart fi-om an interest in 
a particular dispute, that war is the most unsatisfactory 
method of settling a boundary between two States. It is 
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always most uncertain; one never knows when he begins 
a war how he is going to end it, and one can never be sure 
that a boundary established as a consequence of a war will 
endure. 


hi. The Method of Arhit ration. 

In the course of the nineteenth centurv we began to 
develop the method of international arbitration as a means 
of adjusting territorial difficulties. That means was em- 
ployed by the United States and Great Britain in drawing 
a long three-thousand mile boundary between the United 
States and Canada, and on the whole I think one must say 
— though there were many difficulties, though there were 
frequent periods when there was talk about war between 
the United States and Great Britain on account of this 
question — that a fairly satisfactory boundary has been drawn. 
In spite of success with a number of arbitrations during the 
course of the last century, however, few States came to be 
willing before the end of the century to enter into verv 
far-reaching agreements to arbitrate their territorial diffi- 
culties. Even down to 1914, the style prevailed in arbi- 
tration treaties of reserving from compulsory settlement 
matters relating to national honour and vital interests, and 
it was always supposed that a territorial dispute did relate 
to national honour and to vital interest. Therefore, though 
the method of arbitration was considerably developed during 
the nineteenth century, one could hardly look forward at 
any time prior to 1914 to a peaceful settlement of territorial 
disputes by means of arbitration. 
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i\’. Effect of the Covenafit, 

Now the Covenant seems to me to be a new factor in 
dealing with such problems. In the first place, the estab- 
lishment of the League of Nations and the establishment 
of the Permanent Court of International Justice have had 
a profound effect on the development of arbitration treaties. 
States are willing to-day to enter into arbitration treaties 
wiiich only tw^enty-five years ago — a short period in history 
— would have been thought to be beyond the wildest dreams. 
Nobody W'muld have suggested in 1914, before the beginning 
of the w^ar, that States should enter into such arbitration 
treaties as Switzerland, for example, or Finland, has made 
during the course of the last few’ years. We have made a 
great advance in agreements to resort to pacific settlement. 
I do not sav that these agreements are altogether satisfactory 
to-dav; there are still some weasel phrases in them. We have 
dropped the phrase about hiational honour and vital interest’, 
but we have introduced some new phrases which may have 
somewLat the same effect. The Covenant also has had an 
effect, I think, upon the extent to which it is now thought 
to be proper for two States to resort to war for the settle- 
ment of their differences. In this respect I think one must 
say that our generation has made a very decided advance. 
A half century ago, a w^ar for the settlement of a territorial 
difference w^as not generally condemned by public opinion 
in the countries not engaged. War was not then a last 
resort to the extent that it is to-day; a freedom w^as left 
to each State wTich to-day we think altogether improper 
and undesirable. 

Now if the Covenant has brought about this change, what 
is the machinery which we have to-day for settling territorial 
differences r 
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V. Present Methods of Settlement. 

In the first place we have the method of arbitration^ which 
is by no means dead and which is frequently taking place 
outside the eadre of the League of Nations and the Per- 
manent Court of International Justice. Only a short while 
ago the United States and the Netherlands arbitrated a 
territorial dispute concerning the Island of Palmas in the 
Pacific, and the island was awarded to the Netherlands 
without any feeling on the part of the American public that 
the Lhiited States was somehow losing territory which it 
ought to have. A short while ago there was an arbitration 
between France and Mexico with reference to Ciipperton 
Island in the Pacific. During the course of this year we 
have had a most successful arbitration of a very difficult and 
troublesome international dispute between Guatemala and 
Honduras 5 in an award handed down early this year, an 
arbitral tribunal drew a boundary between Guatemala and 
Honduras, and at the February meeting of the Council of 
the League of Nations the representative of Guatemala 
announced to the Council the successful termination of a 
long territorial dispute. Arbitration, then, is still a method 
of dealing with territorial disputes. 

In the second place, we have now what we did not have 
only a short period ago — the Permanent Court of Inter- 
national Justice. In the course of the last years the Court 
has dealt with some territorial disputes quite successfully. 
For instance, it gave an advisory opinion to the Council 
concerning a boundary dispute between Poland and Czecho- 
slovakia, which was settled in accordance with the Court's 
opinion. However, I think one must sav, even though he 
is a staunch friend of the Court, that the Court cannot be a 
very busy agency in handling territorial disputes. The 
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law of the situation is seldom in doubt when two 
peoples are engaged in a controversy over a territory, 
or if it is in doubt the peoples themselves are unwilling 
that the dispute should be settled merely according to law. 
fn the Leticia case, about which I shall speak in a 
moment^ the law of the case was perfectly clear, and one 
of the parties in that controversy said, ^It is true that we are 
btvund by a treat v, but v/e want the treaty modified. Fhe 
treatv is unsatisfactory as it stands’. For my part, even fore- 
seeing an extensive development of international law, I 
believe that law does not afford an adequate means of dealing 
wdth territorial disputes. 

The third agency, then, upon which reliance must be 
placed, is the Council of the League of Nations, and there 
are three features of the w’-ork of the Council to which I 
would call attention in this connection. In the first place 
it is extremely important, when any dispute becomes acute 
between two peoples, that there should be some place in the 
world where their representatives can sit down around a 
table and talk about the subject of their difference. It may 
be a situation, such as I have seen in Geneva, which is so 
acute that representatives of the parties could not meet in 
a restaurant, that they could not meet in any normal meeting 
place; but they can meet, perhaps, at the table of the Council 
of the League of Nations. That is a most important thing ; 
it compels the parties to the dispute to state their cases openly 
so that other peoples may know about them. In the second 
place, it is very important that when this meeting takes place 
neutral influence should be brought to bear upon the for- 
mulation of the difference between the disputing States, and 
it is precisely that neutral influence wTich the membership 
of the Council is designed to furnish. In the third place, 
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it is most important, I think, that the matter should be 
discussed in a place where war is not to be thought of as 
a possibility of settling the dispute, and the Covenant of the 
League of Nations affords that guarantee if the discussion 
i^ conducted in the Council. 

In the course of these years the Council has been deve- 
loping a technique of handling international disputes, and 
I commend most earnestly to every person interested in 
international relations to-day a careful study of the technique 
which has been followed by the Council up to date. I think 
we need to study the methods followed to see where they 
are weak and where they are strong. In the course of these 
years the Council has had some very great successes in dealing 
with international disputes. I always regarded the case of 
the Aaland Islands as one of the outstanding examples 
of the usefulness of the Council. There was a situation 
which at one time became quite acute, which called 
for patient handling over a long period of time, and 
in the end a solution was reached which has since proved 
quite satisfactory. A few years ago there was the case 
of Mosul before the Council of the League of Nations, 
and I recall a meeting in this room when my friends 
in the corridor were talking about the possibility of a 
war the next day. The Aaland Islands case and the Mosul 
case have both passed into history; both of them were 
handled by the Council of the League of Nations in such 
a way as to produce acceptable solutions. 

With this introduction, I want now to deal with three 
recent disputes which have come before the Court or the 
Council, with a view to laying before you the basis for 
beginning some study of the value of these agencies for 
dealing with territorial disputes. The first case with which 
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I shall deal is the Eastern Greenland case between Denmark 
and -Norway: the second is the Leticia case between Colombia 
and Peru; and the third is the Chaco case between Bolivia 
and Paraguay. The Itastern Greenland case was before 
the Permanent Court of International Justice; the two 
other cases were before the Council of the League of 
Xaions. 


vi. The Eastern Greenland Case, 

Greenland has had some connection with Norway and 
with Denmark for several hundreds of years. I suppose few 
people wmuld contest the statement that the Norwegians 
first discovered Greenland and first began to develop it by 
establishing some settlements. When Norway was joined 
to Sweden in 1814 under the Treaty of Kielj Greenland 
was not ceded, as the territory of Norway was ceded, and 
the Treaty of Kiel of 1814 did not apply to Greenland. 
The claim of Norway or Denmark in that period may have 
been a somewhat doubtful one, but throughout the nine- 
teenth century there was little trouble about Greenland, 
neither country desiring to be very active in its exploitation. 
Since the early part of this century, however, both Denmark 
and Norway have desired to proceed with the development 
of the Eastern Coast of Greenland, particularly, and Denmark 
made a determined effort some fifteen years ago to have her 
sovereignty extended in Greenland and to have the extension 
recognized by various States of the world. The Norwegians 
have contested that claim now for a number of years, and 
finally, in 1931, the Norwegian Government published a 
Proclamation for effecting the occupation of Eastern Green- 
land and declaring that it was Norwegian territory. A year 
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later, in 1932, a similar proclamation was issued by Norway, 
concerning South-Eastern Greenland. In other words 
after many years of dispute the Norwegian Government 
suddenly took the final step of declaring Norwegian sove- 
reignty over certain parts of Greenland. The territory 
had an importance both for the Norwegians and for the 
Danes. To be sure, it is a somewhat barren country, but 
it has some resources which may be exploited, particularly 
for fishing purposes. 

The dispute was the kind of case which very clearly 
affected the national honour and vital interest of the two 
countries engaged. It was the kind of case which one 
hundred years ago would easily have led to a war; it was 
the kind of case which only twenty years ago States were 
unwilling to agree to arbitrate. But what happened when 
Norway made her proclamation? Within two days after 
the Sovereignty of Norway was proclaimed, Denmark had 
deposited with the Registry of the Court at The Hague 
an application asking the Court to declare the Norwegian 
Proclamation to be void. The Danes did not wait; they 
did not allow the dispute to smoulder; they did not let 
public opinion become inflamed in Denmark as a conse- 
quence of Norw^ay’s action: they promptly acted to take 
the case before the Court for a decision according to law. 
Under the optional clause attached to the Statute, the Court 
had jurisdiction to deal with the case whether Norway came 
or not, though its jurisdiction was at no time contested by 
Norway. Both Governments immediately began their 
preparations for the Court’s dealing with the case. They 
employed expensive Counsel who presented elaborate briefs 
covering a history of Greenland during seven hundred years. 
The Court devoted forty-nine separate sessions to the hearings. 
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On 5 April of this year, the Court handed down its 
judgement declaring that the Norwegian Proclamation was 
invalid and that the sovereignty of Eastern Greenland 
belonged to Denmark, the judgement being adopted by 
twelve votes to two. What did Norway do? Within a 
few days, the Norwegian Government cancelled the Procla- 
mation of Occupation which had been issued in 1931. Not 
onlv that, but it promptly cancelled a similar proclamation 
issued in 1932 relating to South-Eastern Greenland, and 
it withdrew" a separate case which was before the Court 
relating to South-Eastern Greenland. There, it seems to 
me, is a beautiful example, an outstanding example, of the 
tw^entieth -century way of dealing wdth an international 
dispute. Both Denmark and Norway are to be congratu- 
lated on the excellent way in which they have handled that 
dispute. They have set an example to the rest of the world, 
and in all history there is no more useful example of the 
wisdom of pacific settlement of international disputes. 

vii. The Leticia Dispute betiveea Colombia and Peru. 

I now’' pass to a second case : the Leticia dispute between 
Colombia and Peru. There is a large territory in the 
northern part of South America which has long been in 
dispute. There are a few people living there, most of them 
of Indian extraction. The territory is very remote from 
any centres of population, and there are few means of trans- 
portation for entering or leaving. One can fly in by 
aeroplane, but one cannot go in by railroad, and it takes 
many weeks to make the journey by water. A part of this 
territory has been disputed for many years by Colombia, 
Peru, and Ecuador — I mention the claim of Ecuador in 
passing, but I shall not deal wdth it in talking about the. 
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dispute. In 1922 Colombia and Peru entered into a treaty 
for dividing the territory between themselves. So far as 
Colombia was concerned, it was felt to be important to have 
access to the Amazon River, and therefore a small strip of 
territory was given to Colombia on the Amavzon, connected 
by a narrow strip with the main part of Colombia’s territorv- 
The result was that the Treaty of 1922 gave to Colombia 
what is called ‘the Trapezium of Leticia’. Great difficulties 
arose regarding the ratification of this treaty. There was 
some feeling in Peru at the time that Colombia should not 
be given this strip of territory which had been regarded 
as Peruvian. In 1925 a Conference was held in Washing- 
ton, at which the two countries agreed to bring the Treaty 
into force, it being agreed at the same time that the Brazilian 
boundary should be fixed with Colombia on the east. In 
1928 the treaty between Colombia and Peru was brought 
into force, by which Peru either ceded Leticia to Colombia 
or Peru recognized Leticia to be Colombian territory — there 
may be a considerable importance to be attached to the 
difference between those two things, A slight territorial 
rectification was to be made in favour of Peru, to the west 
of this territory, and difficulties later arose with respect to 
it. On 17 August, 193O5 Colombia took possession of the 
Leticia Trapezium under the Treaty of 1922. Just about 
a year ago, the port of Leticia, on the Amazon River, was 
invaded at night by a number of Peruvians — not Peruvian 
forces but Peruvians — who drove out the Colombian officials 
and took possession of the town. Now the town is a small 
hamlet of some three to five hundred people; it has no 
churches, no schools, no public buildings of any kind. It 
is therefore a very primitive sort of place. It is important 
because of the access which it affords to the Amazon River. 
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'Die Peruvians having seized the place, there was at once 
a great resentment in Colombia. The Peruvian Govern- 
ment hesitated a bit, but found opinion so strong that after 
a few days it was impossible for the Government to disavow 
the action of the Peruvians. President Leguia, under whom 
the Treaty of 1922 had been put into force, had ceased 
to hold office bv this time, and his opponents in control of 
the Government were by no means favourable to the settle- 
ment which had been reached with Colombia. Between 
September of last year and January, then, a very threatening 
situation developed between those two peoples. It seemed 
at many points as if a war were inevitable between Colombia 
and Peru. Colombia’s authority had been established in 
the Trapezium of Leticia under the Treaty, the Peruvian 
Government denied the justice of the Treaty, declared that 
the Treaty had been put into effect under a dictator and 
asked for a reconsideration of the whole territorial situation. 

In January of this year both Colombia and Peru appealed 
to the Council of the League of Nations, after a fruitless, 
attempt to mediate by Brazil. In February, diplomatic 
relations were broken off between Colombia and Peru. 
When the appeal came before the Council, it was at once 
referred to the Committee of Three over which Mr. Lester 
was presiding. This Committee consisted of three repre- 
sentatives on the Council: the representatives of the Irish 
Free State, of Spain, and of Guatemala. Having studied 
most carefully every document in the case and every scrap 
of paper relating to it upon which I could put my hands, 
I have the most unbounded admiration for the way in which 
Mr, Lester’s Committee conducted the negotiations. At 
first, there was some doubt whether Peru would be repre- 
sented at a meeting of the Council which was called to deal 
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with the Committee’s Report; a strange suggestion was made 
at one time by the Peruvian Ambassador in Paris to the 
effect that inter-American disputes could under international 
law be dealt with only by American agencies. On 1 8 March 
of this year the Council adopted a Report under Article 15 
of the Covenant, setting forth the facts of the situation and 
setting forth its recommendations, I commend the Report 
to you to be read in its entirety. It was drafted by Mr. 
Lester’s Committee, and I think it is one of the ablest 
documents that has come from the Council. In this Report 
the Council reviewed the whole situation, and declared that 
certain steps should be taken to bring about negotiations 
between Colombia and Peru. It also authorized an Advisory 
Committee to continue to deal with the dispute and to 
attempt to bring the two parties together. The Advisory 
Committee met from time to time after 18 March, and 
upon 25 May of this year a procedure was finally agreed 
upon by which the local situation would be taken in hand 
and direct negotiations would be begun between the parties. 
I shall read some passages from the report made by Mr. 
Lester to the Council on 25 May of this year, because it 
is the basis for the later dealing with the case : 

The Council shall appoint a Commission which is to be at 
Leticia within a period not exceeding thirty days. The Peruvian 
forces in that territory shall withdraw immediately upon the 
Commission’s arrival, and the Commission, in the name of the 
Government of Colombia, shall take charge of the administration 
of the territory evacuated by those forces. 

Tor the purpose of maintaining order in the territory which 
it is to administer, the Commission shall call upon military forces 
of its owTL selection, and may attach to itself any other elements 
it may deem necessary. 
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The Commission shall have the right to decide all questions 
relating to the performance of its mandate.’ 

In other words, a Commission was to be sent there for the 
purpose of taking charge of the territory, to enable direct 
ne^totiations to be conducted between Colombia and Peru. 
That Commission is there to-day, and it has assumed control 
of the disputed territory. It flies a flag of the League of 
Nations, or at anv rate a flag of a League of Nations Com- 
mission, I think the Peruvian troops have evacuated the 
territory bv this time. A date has now been fixed for 
opening the direct negotiations, and I believe there is now 
every prospect of a settlement between Colombia and Peru. 

Here, then, was a case which could not have been settled 
hv a Court, so far as I can see. The law of the case was 
clear, and it was not disputed by Peru. What agency in 
the world could have handled such a case except the Council 
of the League of Nations r And how admirably the Council 
has handled it 1 Its report of i8 March is an epoch-making 
document, and the events since have vindicated the steps 
which were taken to bring about a settlement. 

viii. The Chaco Controversy, 

The third case with which I shall deal, somewhat more 
briefly, is the Chaco case between Bolivia and Paraguay, 
Here the story cannot be so definite. Chaco — the Chaco 
Boreal — is a very large territory, bordering on the Para- 
guay River in South America. I believe the whole terri- 
tory is about 1155OOO square miles, and is even larger 
than Rumania, or about the same size. It is almost the 
size of Italy. It has long been disputed. At first Argen- 
tina was involved in the dispute; since the middle of the 
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last century^ the dispute has been actively carried on by 
Bolivia and Paraguay, particularly since 1879. The Boli- 
vians consider it extremely important that they should have 
access to the Paraguay River; being deprived of their sea 
coast on the Pacific, they are more than ever anxious that 
they should not be deprived of this outlet to the sea by the 
Paraguay River. On the other hand, Paraguay has settle- 
ments in' various parts of the territory, and I think there are 
some small railroad lines in the lower part. In 1907, a 
settlement seemed to be in prospect, but that prospect has 
never materialized. In 1928 there were some serious inci- 
dents in this region, which led the Inter- American Con- 
ference on Arbitration and Conciliation then meeting in 
Washington to deal with the dispute, and that Conference 
succeeded in reaching, for the time being, a modus vivendi. 

The events of last summer, however, were much more 
serious, and since last summer hostilities on a large scale 
have been in progress in this territory between Bolivian and 
Paraguayan troops. On 10 May of this year the Para- 
guayan Government declared that a state of war had existed 
between Paraguay and Bolivia. (It is interesting to note that 
about the same time the Paraguayan Government ratified 
numerous international instruments relating to the pacific 
settlement of international disputes, including the Hague 
Convention for the Pacific Settlement of International Dis- 
putes of 1907 and the Protocol of Signature of the Permanent 
Court of International Justice.) The events of last summer 
led to a very active consideration of this dispute in a number 
of places. One problem which I should like to bring to 
your attention is this: Is there a danger in the world of 
our time of having competition between agencies of pacific 
settlement? For several years, this dispute was dealt with 
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bv a Commission of Neutrals sitting in Washington; it was 
dealt ivith, also, bv Argentina and Chile, and inore lecen y 
bv Argentina, Chile, Brazil,and Peru. It has been actively 
dea’t with bv the Council of the League of Nations since 
last September. The Council began by offering its co- 
operation to the Commission of Neutrals m Washington; 
in September of last year, the Council appointed a Com- 
mittee of Three over which Mr. Lester presides, consisting 
of the representatives of the Irish Free State, Guatemala 
and Spain to deal with the dispute. This Committee of 
Three has been actively engaged in attempting to bring about 
a settlement between Bolivia and Paraguay for the past nine 
months. Arbitration has been suggested on.many occasions, 
and the principle of arbitration has been^ accepted by both 
Bolivia and Paraguay, but subject to conditions which make 
it impossible to conduct the arbitration. AlUorts of ques- 
tions have arisen in the effort to get the two States to agree 
upon an arbitration. First, must the hostilities cease befoie 
the arbitration begins? Second, if the hostilities cease, must 
the troops of Bolivia and Paraquay be withdrawn from^ the 
Chaco? Third, who is to frame the question which is to 
be arbitrated ? F ourth, is the whole of the Chaco territoi y 
to be included in the arbitration, as Paraguay desiies, oi 
will the arbitration relate only to a part of Chaco, as Bolivia 
desires? Fifth, what is to be the tribunal which will do 
the arbitrating, and wTo will choose the members of the 
tribunal? Now these are extremely difficult questions, and 
for mv part I would like to be very patient with both the 
Bolivian and Paraguayan representatives in dealing with 


them. 

The principal concern of the Committee of Three has 
been to bring the hostilities in the Chaco to an end — to 
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have the killing of men actually stopped. To that purpose, 
the Committee of Three has suggested that a Commission 
be sent into the territory to try to devise some method ot 
settlement. The suggestion was first made m 
this year. In February, there was a new proposal for peace 
formulated at Mendoza by representatives Argentina and 
Chile, but it was not accepted by the parties. 1 1 i 
interesting to see that the Mendoza Act, as it is called 
referred to the possibility of ask.ng_ the ^ 

of International Justice for an advisory ^ 

weeks later, in Mav of this year, the Committ^ of T ^ 
returned to its suggestion of January 

should be sent to the territory to attempt to effect an anan e 
meat between the parties, to prepare an agreement fo 
arbitration and to be at the Coundl’s dlspo^l tor any 
mandate that may be given to it. Fina y, 

Tune of this year the parties agreed to that proposal. Eaily 
in July the Council took note of that agre^ent and be 
to organize the Commission to be sent, ^he members ^ 
the Commission were selected, and they were about to kat e 
for South America when, late in July, the parties t emse v s 
iLed another arrangement. They proposed that the 
Sr hoTd b. deal. «.h by A.gen.ma, Chd. 

.S Peru-tha. is, by .he neighbounng coumnes. That 
proposal mean, .he abandonment for 
Commission of Inyestigation which was then bei e S 

,0 go out under the Counc, Ps auspices. On 3 An “t o 
this year the Council met m this room and accepted 

m.e!i^hanagr..me„.be.w.e»Boliy,..ndPar.guay. There 
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.}.e riattc- rests to-dav. The dispute has been before the 
Council almost a yean great ingenuity has been shown by 
• b. Committee of Three and by the members of the Council 
in dealing with it; from time to time it has been necessary 
a, retrace the steps which had been taken; yet we may now 
hope that further progress can soon be made. 


ix. Conclumns, 

Let me now state a few conclusions. I think a tremen- 
dous c^ain has been made for the world by our generation, 
in that we have succeeded in building some permanent 
agencies to handle disputes of this kind. The Court is there, 
and its very existence has influence even in cases in which 
it is never' used, as indicated by the Mendoza Act. The 
Council is developing a technique, though it has to deal 
with every case on its own merits and it cannot^be^ bound 
by any rigid precedents. It does succeed in bringing the 
disputants together. It does succeed in establishing the 
facts and in making those facts known. The Council 
endeavours to effect a settlement, and a settlement may be 
more important than a moral judgement. It is easy enough 
to condemn the parties to a particular dispute, hut, so far 
as my observation goes, peoples are not very different in 
the conduct of their disputes. Perhaps the Council s in- 
fluence is not as strong in all parts of the world as it should 
be; there is still some question whether it will leach to 
South America. 

It may still be touch and go whether the machinery 
which we have will succeed in producing a settlement of 
a particular dispute. Yet I think we have made a great 
gain in creating this machinery, and I cannot understand 
die defeatism which now prevails in certain quarters in 
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Geneva. The cases which I have described need only to 
be compared with similar cases of a quarter-century ago for 
one to appreciate that something has happened that has not 
happened before in history. We now have — we are deve- 
loping, at any rate— agencies for dealing with international 
disputes which our grandfathers thought could never be 
established. TTose agencies exist, and I believe they arc 
on the high road. 
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THE FAR EAST DISPUTE FROM THE POINT 
OF VIEW OF THE SMALL STATES 


h' 

SEAN LESTER 

Permanent Delegate of the Irish F?‘ee State, Geneoja. 


I HAVE been asked to speak on the point of view of 
the small States with regard to the Sino-Japanese dispute. 
If there is a separate point of view, and, unfortunately, it 
can be argued to exist, it is shared and encouraged very 
whole-heartedlv by many people who are distinguished and 
loyal citizens of the great States. That point of view is 
perfectly simple: it is that the Covenant must be applied 
as completely and firmly against a powerful aggressor as 
against any small country which tries to take the law into 
its own hands. The organization of peace is not a question 
of sentimentality nor even of abstract justice but of vital 
concern, perhaps of life or death, to the States which are 
not militarily strong. 

It is not necessary to recount the history of the dispute 
nor of the efforts made at Geneva to find a solution — to 
persuade a great Power that its plighted word, its honour, 
and, indeed, its permanent interests were involved in carrying 
out the Pact of which it had itself been one of the authors. 
Nor would it be expected that I should recount the secret 
history of the discussions of the Council, Special Assembly, 
and their various committees. Anyone whose business it 
is to represent his Government in international matters is 
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always pleased to be given an opportunity to divest himself 
of that responsibility and to speak as a private individual. 
But in doing so he cannot, of course, forget that the inter- 
ruption of that responsibility is only for an hour or so. 

I shall, therefore, coniine myself to exposing to you some 
of the motives which actuated the representatives of certain 
small States up to the present stage in the Sino-Japanese 
conflict. 

Imperialists have always found plenty of arguments in 
support of the conquest and seizure of territory belonging 
to weaker peoples, Japanese diplomacy did not fall to 
produce such arguments and excuses, but in that case, as in 
others, the aggressor relied on its military strength as the 
final argument, Japanese action in Manchuria was, except 
in one respect, no more immoral than the action of other 
Powers in the past. They may, therefore, feel themselves 
unfortunate in being treated on a different basis because 
their action took place in 1931 and not in 1901; and, no 
doubt, recognition of this fact rnade the position of States 
which had already built empires by the same methods a 
somewhat delicate one. The outstanding difference in the 
Japanese case was, of course, the existence of the Covenant, 
a solemn contract between Japan and fifty-six other nations. 
The maintenance of the principles of that Pact is of personal 
importance to every man and woman in the world, though 
millions may not even have heard of it, and most of the 
others regard it as a matter only for their Minister for 
Foreign Affairs, It is of importance to all countries, 
whether they are great or small, but, not unnaturally, it 
means more to the smaller and weaker States than to the 
wealthy and powerful nations. 

It must be understood that, during discussions which 
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lasted about eighteen months, there were changes in the 
attitudes of the various Powers, and it would be foolish to 
imagine that small States as such make any exclusive claim 
to virtue and consistency.; but I think it will also be evident 
to students of the question that small States did maintain 
more vigorously that the strength and size of an indicted 
State must not be allowed to affect the action of the League. 

I am afraid it must also be said that it was felt from time 
to time that too much energy and time had to be spent, 
often fruitlessly, in endeavouring to convert those who 
should themselves have been missionaries. If by the pro- 
cess of time, by the exhaustion of argument, the patient and 
indeed tragic learning of experience, the representatives of 
some small States were found in the role of advocate for 
the defence of the League it was not by any desire of their 
own; it was rather by the failure of leaders who would not 
lead. Voices which should have been authoritative and 
hrm w'ere, at best, silent; and som.etimes when they had 
been heard it might have been better otherwise. A few 
small States with no axe to grind, independent, and with 
some courage, did, I believe, save the League from complete 
bankruptcy. Of that history must judge. Their task was 
not pleasant nor easy but they realized that behind them, 
not quite as articulate but equally convinced, stood dozens 
of others, many of them most anxious and seriously con- 
cerned for the fate of the League idea. 

i. The Nezv Responsibility oj the Small States. 

The League of Nations has presented, for the first time 
I think in history, an opportunity for the small States to 
take part in the settlement of world affairs, in which, in 
other circumstances, their intervention wmuld have been 
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regarded as an impertinent interference with the affairs of 
their betters. But it would be foolish and childish to 
exaggerate the extent of this influence, just as it would be 
foolish to under-estimate it. While the theory of equality 
between States is clearly accepted, certain and inevitable 
physical factors must be recognized. 

Progress of international co-operation has already imposed 
certain limits to the exercise of sovereignty; but there is 
yet a long way to go before nations will assent to the making 
and application of majority law in all international affairs 
as it is understood within national frontiers. Curiously 
enough it is usually the governments of powerful nations, 
whose influence in the making and shaping of international 
law would naturally give them additional safeguards, which 
seem most nervous of development on these lines. Again 
and again during the long period of discussions about the 
Par Eastern question, the representatives of small States 
were reminded that their greater brethren had greater respon- 
sibilities. Their colonies, their widespread commercial 
interests, the very fact that they possessed military power, 
made their decisions of very much greater import to their 
peoples than those States whose contacts, interests, and 
resources, and also whose distance from the scene of war, 
made the consequences of their decisions appear less direct 
and less menacing. The force of these arguments was fully 
admitted, though at times they seemed rather irrelevant and 
no answer to the cold print which registered the articles 
of the League’s Charter. 

It will, as I have said, be realized that even in the League 
questions of important policy cannot always be decided 
merely by the equal votes of States most unequal in other 
respects. It must be accepted that in many League matters 
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— that is to say in many international affairs — effective 
decisions can rarely be secured against the wishes of the 
Great Powers or against the wishes of one or more of them; 
aiid certainly in no matter which they consider to be of 
vital interest. The difference between the new’' and the 
old procedure is that the League provides the means of 
discussion and of compromise in a way previously impossible^ 
and above all of publicity, wTich in itself gives the small 
Stares an invaluable tactical advantage. But if you take for 
example the problems of disarmament you will find that 
sometimes it is the absence of agreement between only four 
great States, and, more rarely, between no more than seven 
or eight, wTich blocks the road to substantial success in that 
field. On the other hand, if there is this question of what 
I might call the physical factor, there is another side. In 
this new organization, w^e have seen the part played by the 
honest, incorruptible, the courageous and impartial statesman, 
even though he represents a small and weak country. I 
recall to your minds the names of Nansen and Branting. 

The influence of a small country depends upon its dis^ 
interestedness, its reputation for impartiality, its courage, 
combined with some skill and a balanced judgement, and 
that influence may in the League be something undreamt 
of under the old system. The representative of such a 
country has behind him no battleships or battalions, no great 
coercive power in commerce or finance. His influence is 
a moral one and nowhere but in the League of Nations can 
it be really exercised The reason for this is that, if the 
Covenant is very far from being a perfect instrument, certain 
invaluable principles for the future of the world have been 
therein declared and attested, and if States, great or small, 
wTich have so attested, fail to apply those principles either 
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through weakness or through greed and self-interest, thee 
can at least be pilloried, they can be put into the dock, they 
can be denounced before their own people and before the 
world, and the world can bring in its formal and solemn 
verdict of guilt. It is also true that the Covenant provides 
the possibility of retribution for grave offences, but to deal 
with that question alone in its legal and other aspects would 
require much longer time than is at my disposal. In the 
end, it depends upon the will of the various governments, 
for the League of Nations is only as powerful as those 
governments wish to make it. It will, however, be clear 
to you that it is easier to enforce judgement against a little 
offender than a great, although it will be realized that in 
the present circumstances, when national interests are so 
interwoven, it may not always be easy to secure agreement 
to compel even the small offender to rectitude. 

ii. Their Interest More Than Academic, 

Emphasis has been laid in many quarters on the respon- 
sibilities of the Great Powers: not quite so much emphasis 
has been laid upon the fact that the type of responsibility 
referred to is necessarily accompanied by another respon- 
sibility: the greater the power, the more insistent is the duty 
of seeing that the Covenant is respected. 

And is the responsibility of the small State so much less? 
It is true that in the case of a distant conflict their frontiers 
may be safe, and the proportion of immediate economic 
disturbance may be much less, but if the principles of the 
League, to the extent to which they are the principles of 
international morality, are to be any protection in any part 
of the world, they must be respected and, if necessary, 
enforced (with all the factors of each case duly considered) 
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ill every part of the world. The Covenant cannot be dis- 
regarded in China or South America and remain a guarantee 
for the small States of Europe. The interest of the small 
States in such affairs is therefore by no means an academic 
interest, although it is true that they are also in a special 
wav called upon to maintain and to advocate the maintenance 
of those principles and of that organization which contain 
at least a promise for the establishment of peace and justice 
and the replacement of the principle of force as the unques- 
tioned arbiter by the reign of law. Small States which 
cherished their liberty might fight against absorption or 
conquest to their last man, and yet be comparatively easily 
overwhelmed by a great Power. The world has always 
condemned such crimes, but very rarely has anything been 
done to prevent them unless such action threatened the 
interests of another great Power. Small States believe they 
have now in the Covenant got a promise of somiething more 
than a little moral indignation in such circumstances; they 
want to be assured that that promise is a reality, capable 
of development, and certain to be applied, and this respon- 
sibility and this interest are to them as important as the 
responsibilities and interests of the Great Powers of the earth. 
In seeking to protect this interest, they are not acting con- 
trary to the real interests of the big nations. The common 
people of the world, whether they are peasants in Spain or 
Ireland, mill- workers in Japan or England, have in reality 
the same interests. They want their children or their 
children’s children to grow up freed from the threat of the 
cruel and brutal waste of life and wealth which war entails. 
They want the whole force of the Nations to be used, both 
within their frontiers and in co-operation with others, to 
enrich the lives of the common people. The directors of 
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the foi-eigii policies of great powers may sometimes realize 
this common interest, but they are still faced with and often 
blinded by the old, persistent rivalries and trickery and dis- 
trust and ambitions. You will recall the saying that it is 
easier for a camel to pass through the eye of a needle than 
for a rich man to enter the kingdom of Heaven. The ricli 
Powers of the world certainly need sympathy and help and 
persuasion to enable them to reach the kingdom of Peace 
and some modest help can be given by small States which 
do not suffer from all their disabilities* 

iii. League as Third Party to Disputes. 

This brings me to another consideration. Early in the 
dispute between the two great countries in the Far East, 
it was pointed out that there were not merely two parties 
to that dispute; that the League of Nations itself was a 
third party, and that it was not merely a question of estab- 
lishing the facts or of comparing the actions of either party, 
or of assessing the blame or of speaking at Council or 
Assembly on behalf of one’s own State and its interc-sts. 
The League of Nations was as much a party to the dispute 
as either China or Japan. It, too, was attacked ; the League 
had its obligations and its rights as well as the two peoples 
engaged in battle. This argument did not presuppose the 
League as a super-State, but there is, or should be, in the 
policies of all its Members at least an element which is 
based on the integral maintenance of the principles of the 
Covenant and the sum-total of these elements does create 
something greater than and different to its component parts. 
It would be unfair to suggest that this point of view was 
entirely overlooked by the great States. Once again I 
would emphasize that at one time or another throughout 
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tnc long discussions, the representatives of the more active 
or the small States found themselves in agreement with one 
or another of the great States, and occasionally with them 
ai!. But so far as the Council is concerned, I think it is 
nor incorrect to emphasize that small States v/hich -are 
elected by the Assembly have a special mandate. It has 
been maintained that their selection gives them a special 
a lit}' to guard the interests which are common to their 
e[ector^5 and for this reason the position of the League as 
third party to the dispute was frequently raised by the 
representatives of small States. Japan, instead of following 
the procedure laid down in the Covenant, had assumed the 
right to be the sole judge in her own case and had used 
force to settle it to her own satisfaction; the law did not 
apply to her in the special circumstances, a plea that, if 
admitted, would have re-enthroned anarchy where the infant 
Law was feebly grasping the Sceptre. This was not merely 
an attack, therefore, upon a v/eaker and disorganized nei<rh- 
bour but a direct assault upon the League. Here ao-^in 
perhaps only re-stated in another form, was one oi the 
motives which led certain small States to participate actively 
in the consideration of the dispute and the search for a just 
solution. Japanese friends, personally as honourable as they 
w^re able, were told that if one had'to choose between old 
friendship and respect for Japan on the one hand and the 
League on the other there would be no doubt of the choice: 
that it was no longer a question between China and Japan* 
but. also a question between Japan alone and the League 
of Nations. 

^ It will be recalled that for about four or live months the 
Council considered this dispute under Article ii of the 
Covenant under which the action of the Council is restricted. 
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as it can propose no solution, according to a widely accepted 
legal theory, unless the Council, including both parties to 
the dispute, are unanimous. The pov/er of veto was thus 
given to either of the disputants. Every resolution which 
the Council wished to pass required to be negotiated with 
both the Chinese and Japanese representatives. The Council 
has been criticized for not taking more energetic measures 
during that period, and I am certainly not going to under- 
take the defence of the Council, I suppose that 8o per 
cent of its discussions were in secret session, and no one 
who had not participated in those discussions could fully 
realize the situation and the difficulties which any such 
proposal encountered. I would also recall, however, that 
the Council received many assurances which unfortunately 
proved to be unreliable. In September the Japanese repre- 
sentative joined in a resolution recognizing his country’s 
obligation to withdraw her troops as speedily as was com- 
patible with the safety of the lives and property of Japanese 
subjects. In October, Japan rejected a resolution fixing 
a time limit for that withdrawal — fourteen votes to one, 
and yet legally it w'^as said to be an ineffective resolution ! 
In December she reaffirmed the undertaking. There w^as 
a conflict of view as to the circumstances in which hostilities 
opened and as to the circumstances in which they were 
continuing. A League Commission was therefore organized 
to report to the Council. But it was made clear that the 
Japanese withdrawal was not dependent upon and not to 
be delayed on account of the Lytton Commission inquiry. 

iv. Lytton Repoi-'t Cleared the Way, 

Then, early in 1932, Article 15 w^as invoked by the 
Chinese Government, thus permitting the possibility of 

Problems of Peace F 
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recommendations without the assent of the parties, and the 
matter was transferred to the Assembly. The Assembly 
found itself faced with similar difficulties, although it was 
now in a position to exercise greater powers, but statements 
made at the Special Session showed that the Assembly also 
demanded the immediate restoration of a situation com- 
patible with the Covenant. It was pointed out that the 
final settlement might take some time, but that the dispute 
must not merely be settled, but must be settled only in 
accordance with the principles of the Covenant. The 
Committee of Nineteen continued the watching and exhor- 
tations which had been the duty of the Council, but the 
next really important stage was when the Lytton Com- 
missioifs epoch-making report was received. In the mean- 
time, the Japanese Government had steadily extended its 
conquest and had set up a puppet Government in Manchuria 
which it formally recognized. It is no small gratification 
to me that by happy accident the leader of the Irish Dele- 
gation made the first declaration at the Special Assembly 
when the report came under consideration and, recognizing 
to the fullest degree the justice of giving complete satisfaction 
to all legitimate Japanese interests in the territory, was the 
first there formally to declare that his Government would 
refuse to recognize a 'State’ set up under the conditions 
which had operated in Manchuria, The declarations by 
the representatives of other small States were also very firm 
and helped to make it clear that the report of the League 
Commission having been received, the Assembly was not 
merely in a position to take action, but that many Govern- 
ments were determined it would do so. 

This attitude was crystallized in a draft resolution pre- 
sented by the representatives of Czechoslovakia, Sweden, 
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Spain, and Ireland. That incident might be compared to 
the hoisting of a flag; an intimation that now that the League 
had received not only a report but very important recom- 
mendations from its Commission, the time for patience and 
exhortation was approaching an end and that some States- 
Members at least were determined to make their position 
and that of the League of Nations perfect! v clear. A great 
English newspaper, the Manchester Guardian^ commenting 
on the incident declared: AVhen the crisis comes we must 
look to the smaller Governments, like those of Spain, Sweden, 
and the Irish Free State, with whom liberty is more than 
a platform phrase.’ It was not, however, until some weeks 
later that the Assembly adopted the report (concurred in 
by the United States of America, which had collaborated 
with the League from the beginning) laying down the 
principles on which the settlement must be based and calling 
upon all members of the League to refuse to recognize in 
any way the existence of the so-called State of hlanchukuo. 
Since then, steps have been taken to co-ordinate and guide 
the action of governments in this direction. No one can 
tell what the outcome will be. Hostilities have ceased 
between the Japanese and Chinese people, but Japan remains 
ill unlawful occupation of Chinese territory. In consequence 
of the Assembly’s verdict that she had violated the Covenant, 
Japan has resigned her membership of the League. 

V. The Bala7ice Sheet is not yet Dratvn Up. 

To many people the outcome of the conflict up to the 
present represents a setback to the League of Nations, The 
States composing the League have failed to prevent a Per- 
manent Member of the Council from seizing by military 
force the territory of another Member of the League, and 
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diplomatic, trade, and financial relations continue almost 
undisturbed. The balance sheet, however, has not been 
finally drawn up. The Japanese Government has placed 
its great nation in a position of at any rate moral isolation, 
condemned solemnly in public session by the ilssembly and 
by the unanimous opinion of the world. No hi ember of 
the League can by any action, or omission to act, acquiesce 
in her possession of Manchuria without violating its own 
honour. 

There are critics who say that ail this should not have 
been done, and that China should have been left to pay for 
what were described as the consequences of her weakness 
and disorganization. There are other critics who say that 
much more should have been done by the Governments 
composing the League. Whatever one’s views may be on 
this there seems to be a fairly general opinion that in so 
far as the Covenant has been vindicated, the small States 
have taken an honourable share. In doing so, they have 
not, I think, at any time, divested themselves of a sense of 
realities, as has sometimes been said, but have shown appre- 
ciation of the fact that in the world to-day the League of 
Nations, while still far from being all that it can and may 
be, is also a reality. 

vi. Small States a?id the Future, 

It has been said that in the case of the big Powers they 
must move slowly, with the greatest deliberation, and with 
the anticipation that the brunt of any international action 
may fall upon them. All this may be true. One of the 
great questions in international affairs to-day is, however, 
whether or not the Governments of the Permanent Members 
of the Council will be in fact prepared in future to act, 
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though it may be slowlv and with aii deliberation. Upon 
the answer depends the future of the League of Nations. 
Great Powders in the League may say that that answer in 
turn also depends in some cases upon the extent to which 
noii-hlember States will be prepared to co-operate to main- 
tain peace and the inviolability of the Kellogg Pact. But 
those Great Powers who have accepted the privileges and 
duties of League membership cannot justlv shelter behind 
anv State which has nor, as thev have, solemnlv bound 
themselves. I’har situation must be cleared up, and the 
other members of the League are entitled to know exactly 
at what value to assess the guarantees of the Covenant. 

I am not, although I ha\'e lived in Geneva for hrt years, 
one of those who regard the future with complete lack of 
faith. For those who lack some modicum of faith in future 
international action, and who at the same time lack the 
means of modern mechanized warfare, there is nothing but 
despair. I w’-ould go further and say that that applies also 
to every country which cannot, as few if any can, cut them- 
selves off completely from the world, building around their 
land a w?Al against all intercourse. 

A small State naturally seeks justice first for itself, but 
in its own interest it is also deeply concerned with the estab- 
lishment of just relations between other States, lliey are 
not too much preoccupied with questions of nationality. 
(Such charges have been made when equal representation 
with the group of Great Powders is claimed for the rest of 
the League!) PAw, if any, States are to-day governed by 
other than governments extremely nationalist. The leaders 
of some may by the skilful use of the phraseology of inter- 
nationalism thrown a smoke-screen over their action; others 
expound their policies a little more bluntly and more honestly. 
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The hslf-cor.scious nationalism of the Englishman, the 
"^'-e’^chp^-an or the American is no less intense than that 
'f^-y the newlv freed peoples who are only begm- 
hThto’ccnstruct their' States. No man can lead a nation 
or hould be allovred to if he is not a nationalist. As he 
of little value to his own people he would con- 
ie he-tlv he of less to the world or to the League of Nations. 
Internationalism must be built on nationalism, as the nation 
itself can only be hrmly built on the family. ^ ^ 

But nationalism to be moral, to be Christian, to be 
tolerable, must not be based on a policy of ignoring and 
infrinainst the rights of other peoples. . . . Nor can intei- 
national justice be established without solving the problem 
of the ^Haves^ and the ^Have-nots’. The wmrld to-day is 
not a picture of perfectly applied justice. Our problem 
is not to ignore this state of affairs, but to create a situation 
tT.suring That readjustments when they take place will do 


SO without the use or threat of force. 

It is also said that the Covenant will have to be revised; 
that in no case must the defendant be allowed to be judge 
in his own case; that the League must be made univeisal; 
or that a regional plan would be better. All such diffi- 
culties are less urgent and less important than the growth 
of the will and determination to act within the limits of 
existing instruments. And that will depend ultimately 
on the^awakening of the conscience of the peoples for whom 


ojovernments speak. 

I was asked to lecture on the Far East Dispute from the 
point of view of the Small States. One cannot ^ consider 
that subject, however, Vvdthout seeing that it is in reality 
a much bi^2;er subject — the small State and the futuie of 
the League of Nations. I have indicated some of the difli- 
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culties which were encountered in the Si no- Japanese question, 
and difficulties which must be solved in the slow development 
of the League. In the future task there is a role for the 
small State which is prepared to be honest and courageous 
and tail* to all. It is not easv for small States to ignore the 
frown of the great: it is not easv tor them to fmd the money, 
or the men with the experience, continuitv of office, and 
the character who will be listened to, as thev must, not 
because of the sittc of the country thev represent but because 
of the idea thev defend, and the wav thev do it. If the 
Gotxnnments of small States continue inercasingh' to take 
an ei^ecti^'c part in world aifairs thev must share the sacri- 
liccs which thev demand of others, but in doing so they will 
be fulfilling a duty to their own people and will render a 
service to the world. And in the end, though none of us 
may live to see it, the great ideal of Woodrow Wilson may 
become a reality, and the world more worthy of all who 
lived and died for justice and freedom. 



CHAPTER VIII 


THE NEEDS AND PROSPECTS OP" MODERN 
CHINA 

by 

SIR JOEIN HOPE SIMPSON 

rormt'r Director of trie National Flood Relief Commission in China. 

I T would be the task of an omniscient prophet, who was 
at the same time an expert economist, adequately to deal 
with this subject. The needs of modern China are com- 
parativelr obvious to those who know^ the present position, 
tendencies, and features of the country. Opinions as to 
appropriate remedies differ materially in different quarters. 
The foreign merchant in China might suggest policies which 
would not appeal in diplomatic circles as desirable. Again, 
solutions acceptable to the diplomat might not be considered 
either desirable or wdse by an independent student of inter- 
national affairs. Even if these three classes were to agree 
as to a policy to be followed, the Chinese themselves ipight 
hold very different views. Any opinions which may be 
ventilated in the course of this paper are personal to the 
writer, who cannot claim long and intimate connection with 
China, but whose experience brought him, at a highly 
critical time, into close touch wdth governmental and official 
circles and with the people of the country, both in certain 
of the Provinces and at Headquarters. 

Of one thing there can be no reasonable doubt. The 
development of China, whatever direction it may take, will 
affect, and very seriously affect, the whole of the rest of the 
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civilized world. iNo country is, or can be, disinterested. 
It is eminently necessary that, in all lands, Chinese problems 
should be the subject of informed opinio.n. Oniv so am 
other nations help China in her diuiculties. In doing this 
they will at the same time do something to reduce the 
m^erwhelming burden of international anxietv. 

Modern China is the product of the Revolution, modihed 
by the pre-Revolution mentalitv of powerful members of 
the militarv' class, and bv the conservative instincts of tlie 
uneducated mass of the agricultural population. Each: of 
these influences is in places very strong. Instances of the 
former may he found in manv Provinces. R'he Revolution 
has had small effect, for example, in the enormous and 
wealthv province of Szechuan, to winch f shall refer again 
later. 

A prominent Chinese official, who had occupied among 
other posts that of Foreign Minister, discussed, in the 
hearing of the writer, the question of the political knowledge 
of the agricultural population. He admitted that the 
agriculturist is neither politicailv minded, nor acquainted 
at all with political theorv. 'Bur, he said, 'he is easiiv 
influenced by ' agitation and propaganda’ — a reassuring 
fact. And that is the common experience of all who know 
the peasant, at least of Central and Northern China, He 
realizes and appreciates that the yoke of the Manchu has 
been removed from his shoulders. But it would he a rash 
affirmation that the uneducated agricultural class actively 
or earnest! V supports the regime of the Kuomiiitang, In 
one respect that class closely resembles the corresponding 
class in India, Mo it that government is best whicl'i 
ensures peace, which interferes least, and whose demands 
are reasonable and are fixed. In none of these three par- 
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ticulars does the Government of the peasant class shine. 
In few of the Provinces is peace ensured. Where there is 
no civil war, there are probably Communists and almost 
certainlv bandit forces. Everywhere there is growing inter- 
ferencc'as interest of the educated classes in the govern- 
mental machine increases. The demands of the tax gatherer 
are liable to vary with the prosperity of the taxed area. It 
is no matter for surprise that the Government of the Kuo- 
mintang is unpopular in the villages. 


i. The B^e^volutmz and the National Government, 

Dr, Sun Yat Sen intended and foresaw a Government of 
the Chinese people, for the people, and by the people. That 
vision is as yet far from realization. The National Govern- 
ment of China is described as a democracy, but in no sense 
is that description accurate. In form the Government is 
clearly modelled on that of Russia. It bears unmistakable 
traces of the influence of Joife and of Borodin. But it 
is a Bolshevist Soviet Government emasculated. The chief 
point of resemblance is the relation of the Kuomintang — 
the People’s Party — to the Government. In Russia the 
Communist Party in effect appoints the Government and 
dictates its policy. It is true that the Government is the 
result of an election, but it is an election in which the Com- 
munist Party ensures that none but its adherents shall be 
returned. In China the time for elections has not yet 
come. There is no election. For the present the Govern- 
ment is simply that of a political party, the Kuomintang. 
The party elects a Central Executive Committee, which is 
the supreme authority when the party congress is not in 



of Modern China ir^ g 

session. This Committee delegates to a Central Political 
Council the policy and direction of the National Govern- 
ment. This Central Political Council of the Central 
Executive Committee of the Party is stated by General 
Chiang Kai Shek to be the highest legislative, directive, and 
controlling organ in the Kuomintang system of government. 
By this Council the National Government is created. To 
this Council it is subordinate and responsible. 

The Central machine of the Government consists of 
hve 'yuans’ or departments — Executive, Legislative, Ju- 
dicial, Examination, and Control. The personnel of these 
Departments and the poliev that they shall adopt are decided 
by the Political Council. Nominally the subordinate 
members of the Civil Service, who are employed in these 
Departments, are unaffected on a reconstruction of the 
Government. In practice there is liable to be a complete 
change of personnel. Loyalty to the Departmental Chief 
frequently ensures that his resignation implies the resignation 
also at least of his superior subordinates. Continuity of 
policy is thus difHcuit to secure. 

In governments of Western lands there are ordinarily 
three branches of government — Executive, Judicial, Legis- 
lative. Dr. Sun Yat Sen’s discovery that there are not 
three, but five such branches, led to the division, of the 
government machine in China into five departments. Of 
these the fifth — the Control Yuan — is in a sense the most 
important. Of its two functions, the more important is 
that of impeachment, and the existence of that duty is 
responsible, in the writer’s opinion, for a certain executive 
timidity in Government officials. As long as an official 
can support his action by reference to an Act of the Legis- 
nature or to a Regulation he is safe. Whenever he is faced 
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bv circimisraiices unforeseen by the legislature, he cannot 
escaoe a certain reluctance to apply common sense, for 
his action mav be judged improper or unwise by the 
Control Yuan and he runs the risk of consequent im- 
peachment, 

I: is of course a fact, which must constantly be remem- 
bered, that Revolutionary China is still at the beginning 
of things. Dr. Sun Yat Sen forecast three stages of consti- 
tutional progress. Of these the first was revolutionary 
bloodshed. That stage is passed. The second stage was 
that of Political Tutelage and of evolutionary reconstruction, 
which is the present position. The third stage was that of 
ordered and constitutional administration. That stage is 
still in the future. 


ii. The KuGTTuntang, 

But Modern China is restless under the tutelage of the 
Kuomintang. The rule of the Party is increasingly resented 
as irksome, and povrerful influences are at work to ter- 
minate the second period, that of tutelage, and to initiate the 
third period, that of constitutional administration. This 
demand had already been expressed in June 1929 at the 
Second Plenary Session of the third Central Executive 
Cominittee when the tutelage period was reduced from the 
orthodox ‘ten years to one of six years, ending in 1935. 
Early in 1931 the question of a Provisional Constitution, 
to come into effect before the end of the tutelage period, 
w^as raised by General Chiang Kai Shek, contrary to the 
expressed desire of more orthodox members of the party. 
A Provisional Constitution was drafted and was adopted 
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at the regular session of the National People's Convention 
on 12 iXIay. This Constitution did not, in fact, allow 
any power to escape from the hands of the party. Art, 30 
lays down that during the period of Political Tutelage 
the National Congress of Kuomintang delegates shall 
exercise the governing powers on behalf of the National 
People's Congress. During the adjournment of the National 
Congress of Kuomintang delegates the Central Executive 
Committee of the Kuomintang shall exercise the said 
powers. 

The agitation for such real democratic government as 
is possible at the present stage in China, continues. A new 
Provisional Constitution was in process of preparation when 
I left China this last spring. I cannot find that it has yet 
been published, much less promulgated. There is, however, 
every reason to believe that the period of political tutelage 
is approaching its conclusion. It is also accurate to say 
that it has failed to attain its complete object, as was bound 
to be the case. There has not been that instruction in the 
elements of constitutional government wdiich Dr. Sun Yat 
Sen intended during the period of tutelage. And indeed, 
considering the lack of education and the disturbed state 
of the countin', any general attempt at such instruction 
would have been quite futile. 

It is indeed questionable whether the Kuomintang is 
qualified for the task of educating the nation in the prin- 
cipies of constitutional government- Less than three years 
ago, speaking at the Centra! Party headquarters, General 
Chiang Kai Shek made an exceedingly outspoken pro- 
nouncement as to the Kuomintang. He was reported by 
the Kuo Min News Agency— the official publicity agency 
of the party — to have said in the course of his speech : 
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‘It is hiehly deplorable that in almost ail the places which 
I have visited of late. Party members have left extremely un- 
favourable impressions in the minds of the people. Not only 
is it impossible to find a single Party Headquarters which ad- 
mim'sters to and rvorks for the welfare of the people but all are 
stiamatized for the most reprehensible practices, such as cor- 
ruption, bribery and scrambling for power. 

‘The IV'Ianchus were overthrown because they constituted a 
special caste. But now, we wTo staged the Revolution for the 
overthrow of the Manchus have ourselves come to be regarded 
by the people as a privileged caste. They are now cherishing 
towards us the same hatred and repugnance with which they 
looked upon the Manchus. 

‘The danger of such a situation can hardly be over-estimated. 
Unless we quickly correct our faults, the Party will meet with 
rapid downfall, and we shall thereby be guilty of betraying the 
Trust confided to us by the late Party Leader (Dr. Sun).’ 

The General proceeded to point out that this state of 
affairs was due, not to any inherent defect in the party 
system, but to lack of discipline and ignorance of Revolu- 
tionary principles on the part of individual party members. 
And this is doubtless true. But wherever the evil may lie, 
its effect is unquestionably that described by Chiang Kai 
Shek — namely widespread suspicion and dislike of the party. 

On the other hand, it must not be forgotten that the 
Government based on the Kuomintang saved China from 
chaos during the period of Japanese aggression, that the same 
Government broke up the very formidable Soviet Govern- 
ment, wTich exercised authority in large areas of the Pro- 
vinces of Hunan, Hupeh, Honan, and Anhwei, and that the 
Yangtze valley tvas saved by its exertions from starvation 
and anarchy consequent on the floods of 1931. It would 
therefore seem that China does not lack efficient adminis- 
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trators. The men are there. The problem is rather to 
frame a constitution which will ensure some connection 
other than the tax collector between the cultivator in the 
village and the Central Government in Nanking. At the 
present time it Vv’ould be a mis-statement to allege that the 
Central Government either represents or has the confidence 
of the mass of the population, A basic and essential need 
of modern China is unquestionablv a constitution so devised 
that the Nanking Government will feel its responsibility 
not solely to the Kuomintang, whose membership is in effect 
confined to the educated veneer of the population, but also 
to the mass of the people who have no connection with the 
party and indeed regard it with dislike and with suspicion. 

hi. The Needs and P?‘Ospects of Ediicatmi, 

l^his leads naturally to a consideration of the educational 
needs of the country. These have been recently examined 
by a Commission of experts sent to China under the auspices 
of the League of Nations. The report of the Commission 
has been published and discloses much materlaJ for serious 
thought. In general the Commission finds that existing 
methods under which education has been recently developed 
under a variety of foreign influences have severely endaiviered 
the unity of national culture. They found that the number 
of children in primary schools was under 9 millions, about 
10 per cent of children from 6 to 18 years of age. The 
number is, however, increasing rapidly. In the se^^en years 
from 1916 to 1923 the increase was from 4 millions to 
6-| millions, from 1923 to 1930 to 8,800,000. And that 
there is a great demand everywhere for primary education 
is patent. It is indeed pitiful to find a crying need for more 
schools and more teachers, combined with a financial position 
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which rcsulrs in non-payment of the existing staff for months 
on end. 

There ih also a widespread and increasing demand for 
hc'ccc-darv and university education. More than- fifty 
uni’cersities have been created within the last quarter of a 
cemurv. Of these four national and eight private universities 
are situated in the dry of Peiping; four national and nine 
private in Shanghai. As has been remarked, China has 
of recent years suffered from 'university feverh 

But the Commission’s report, though benevolent, is 
largely critical, and proposes very drastic reforms. These 
include re-organization from the top to the bottom. Only 
so, does the Commission think, can efficiency be attained 
in school administration, in the teaching profession, in 
the school system, and in actual teaching. 

They find in certain universities 'the existence sometimes 
for years together, of a state of internal disorder and of 
misundersranving or tension between students and the 
authorities which lowers the whole standard of educational 
work, prevents the introduction of necessary reforms, and 
threatens at times to reduce academic life to chaos. In- 
stances have been brought to our notice in which bodies 
of students have insisted successfully on their rights to attend 
only two-thirds of the lectures prescribed and to be credited 
with attendance at the whole number: to suspend the work 
of a university at their own discretion, in defiance of the 
decision both of the academic authorities and of the Alinistry 
of Education : to prescribe the character of lectures and the 
books to be studied on a subject of which their knowledge 
was rudimentary; to dictate the nature of examinations: 
to dismiss teachers and administrators, including university 
Presidents, of whom they disapproved: and to veto the 
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application of policies affecting universitieSj on which the 
Government had decided. . , 

There are three of the reforms which appear even more 
essential than others. They are (i) that the number of 
universities should be reduced by amalgamation, where 
that is possible; (2) that money should only he granted on 
condition of working to the satisfaction of the Ministry 
of Education, and (3) that money grants, however small 
should be certain of payment and should be fixed for a term 
of years, 

hlv personal view is that, at the present stage, primary 
education is of inhnite importance, and that such public 
money as is available should preferably be applied to that 
branch. University education is highly desirable and highly 
important. The universities turn out the leaders of the 
nation. Lhrquestionably public money must be spent upon 
them. More money should, however, be demanded as 
fees from students than is now the case. At present, of 
S24 million spent on university education less than S2 million 
is received in the shape of fees. If the same percentage were 
obtained from National and Provincial as from private 
universities, the sum would be not $2 million but $6 million. 

The lawlessness of the student class, both in the secondary 
schools and in the universities is notorious, and is a serious 
element of national danger. The indictment of the League 
Commission is serious, but is not as severe as circumstances 
warrant. The experiences of the past few years, which 
include murderous assaults on unpopular Ministers by dis- 
gruntled students, show that the student body has been 
utterly out of hand. It is clear that universities or secondary 
schools, whose students are guilty of misconduct, on occasion 
of criminal misconduct, can make no valid claim for financiai 
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assistance from the Government whose decrees they scorn, 
and it would be legitimate and probably effective to make 
a hnruicial example of an outstanding case, by withholding 
the Go\'ernment grant altogether. If this were to result 
in closing down the university to w^hich the offending students 
belonged, probably positive good wmuld result. Other 
universities would be likely to learn the lesson. 

hleanwhile the Mass Education Association, associated 
with the name of Air. James Yen, is carrying out a wide- 
spread experiment in the district of Ting Hsien in the 
province of Hupeh, w^hich, if successful, might revolutionize 
rural China. Air. Yen has invented a simplified script 
which, by the use of about i,ooo characters, enables those 
acquainted with them to read and to write sufficiently for 
the practical purposes of ordinary simple life. It is the 
policy of the Afass Education Association to spread the 
knowiedge of this script in the one chosen hsien, and at the 
same time to carry on reform work in agriculture, to teach 
the principles of citizenship and of hygiene, to foster social 
service, to give an elementary education in art, and to 
encourage the application of co-operative principles to the 
village economy. The wmrk has led to radical difference 
of opinion among those who have examined it. The 
Education Commission condemns it as superficial, expensive, 
and unsound. 

''rhe purpose of ail these activities seems to be to idealize the 
present mode of living instead of working with a view to the 
future. The general impression remains that the vast resources 
here devoted to adult education might be employed much more 
usefully and economically if the really admirable social workers 
who are here dispHying such unparalleled devotion were given 
responsible posts in the public education service. . . 
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On the other hand. Professor Hocking of Harvard Univer- 
sity, and even more Mrs. Hocking, wcxt enormously impressed 
with the importance and value of the experiment, as indeed 
are very many who have experience of it. And in a country 
of the size of China not only is there room for experiments 
of every kind, but it is advantageous that even the most 
heterodox should be tried. 

For this reason I think it is of importance that the Mass 
Education hlovement should continue, and that it should 
be encouraged to spread. 

I have dwelt at some length on the question of education, 
as democratic government seems to me to be quite incom- 
patible with illiteracy in the population. It is not until the 
mass of the people have the benefit of primary education 
that they can proceed to the polling booth with the possi- 
bility of recording an intelligent vote. And until that is 
the case representative Government is likely to be a farce. 
The Chinese National Government would be well advised 
to strain every nerve to spread compulsory primary education 
as rapidly as funds permit. 

iv. The delation of the Central and Trovinctal 
Governments. 

The present position of the National Government in 
China cannot but be precarious as long as it is unsupported 
by the Provincial Governments. The actual position at 
present is that the Nanking Government has a certain 
control over the Provinces of the Lower Yangtze Valley 
and over some of the North-West. Over the rest of China 
the control is extraordinarily small. Indeed, it would be 
true to say that in certain of the Provinces, especially of the 
South and of the West, there has been definite hostility to 
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Nanking. That hostility still persists, though now not to 
such an important degree. The enmity betv/een Canton 
and Nanking has been pronounced in the past. The parties 
came together to resist Japanese aggression. The one good 
result of the Japanese policy of the last two years has 
been the unification of China, though there is still suspicion 
on the part of the Cantonese authorities. A modus vivendi 
has been reached though relations are never very cordial. 

In the recent negotiations at Geneva on the subject of 
Japanese aggression in China, one of the arguments con- 
tinually used by Japan, was based on the alleged absence of 
unitv in China. China, she said, is not a unified nation. 
Its Central Government has no power to control events in 
the Provinces. Neither the Central Government nor the 
Provincial Governments are able to suppress banditry. How 
can China be looked upon as a Power with which it is safe 
for a civilized and organized Power to deal? 

The solution of this part of the Chinese problem is going 
to be a matter of long effort and of great difficulty. At 
the present time it cannot be said that there is any provincial 
patriotism in China, and even less that national patriotism 
is common. The history and the religion of China combine 
to explain the absence of nationalistic feeling. The unit 
of society was the familv and familv devotion was the rule. 
The family was so large as to amount to what, in Western 
countries, might be called a clan: in the villages loyalty was 
to the clan. In the towns, besides family loyalty, there was 
loyalty to the guild. Beyond the family and the guild it 
would be true to assert that loyalty did not go. Patriotism, 
as understood in the West, did not exist. 

The Japanese attack on Alanchuria in September 1931, 
followed by the attack on Shanghai in January 1932, and the 
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subsequent military situation which resulted in the annexation 
of the North-Eastern Provinces under the specious title 
Manchukuo, unquestionably tended to create a nationalist 
feeling in China,, for which the Kuomintang also stands. 
It is safe to predict that the next few years will see the 
growth of that national spirit, and whether that growth 
takes the form of provincial patriotism or of national 
patriotism, it is going to have very serious international 
repercussions. It will have its maximum effect if it takes 
the form of national patriotism, as progress in China is 
dependent on increased strength of the Central Government. 

w Lawlessness and its Cure, 

One of the most distressing features of life in China to-dav 
is the prevalence of lawdessness. Besides ordinary crime 
which obtains in China probably to a less degree than in 
most other countries, there are three grave forms of hostility 
to ordered Government. These are: Communism, Civil 
War, and Banditry. 

When I went to China in 1931 there was a Soviet Govern- 
ment which controlled large portions of Hupeh Province 
and smaller areas in Honan and elsewhere. This Govern- 
ment had existed for at least six years, and was so well 
organized as to have its own coinage and bank-note system j 
its own telephones and telegraphs; its schools and hospitals, 
and, of course, its own army. 

On the north bank of the Yangtze, about sixty miles west 
of Hankow, there was a notice printed on a board in bold 
Chinese characters: 'Here begins the territory of the Soviet 
Government of China.’ From that point, sailing w^est for 
over one hundred and fifty miles, one passed along Soriet 
territory and was at any moment liable to be under hre from 
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the Soviet troops. Indeed, scarcely a ship passed up or down 
that stretch of the Yangtze without coming under hre. 1 his 
vvas so well knov/n that all the passenger boats of the various 
lines bad «teel shields to protect their crew and their pas- 
sensers from Soviet bullets. This Government has been 
broken up bv General Chiang Kai Shek and his tioops 

during the winter of 1932-3- . - a 

The Chinese have no sympathy with Communism and 
the existence of the Communist State was due to two reasons 

first, misgovernment, mainly provinciaU second, economic 

distress. If only China were reasonably well governed^ she 
cvould have nothing whatever to fear from Communism. 
The heads of the Soviet State were largely young Moscow- 
trained Chinese, The Army, to a great extent, consisted 
of mercenaries, who would hire their services out to the 
highest bidder, whoever he might be. The majonty of the 
people were happy at the commencement of operations when 
the property of the well-to-do was distributed among the 
poo/, but by the time that the Communist Government 
was Woken 'up, misgovernment had been so pronounced 
that large areas in that fertile territory were found by Geneial 
Chian/^Kai Shek uncultivated and derelict. There could 
be no possible doubt of the relief of the population of that 
area when the Communist Government was overthiov/n. 

Although I have said that the Chinese have no affection 
for the principles of Communism, the Japanese attack on 
China in the last two years has compelled a rapprochement 
between Nanking and AIoscow. If the Chinese Govern- 
ment were to conclude that imitation of Russian methods 
would result in Russian assistance in the struggle with Japan 
it might be difficult for them to resist. And the Committee 
system might not prove inappropriate in an illiterate China. 
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It is clear that where illiteracy is so pronounced as effectively 
to preclude the functioning of representative institutions, 
and at the same time a Democratic Government is desired, 
the only possible method is the Committee system, which 
is not uncommon in Oriental countries. The outstanding 
instance was the Panchayat of India. 

The second major evil is that of civil war. For years 
civil war in China has been the rule. It still goes on, and, 
at the time of writing, two war lords in Szechuan are engaged 
in fighting desperate battles and devastating the country. 
It is alleged that in this civil war on the two sides thirty 
thousand soldiers have lost their lives. It is also alleged, 

I believe, with truth, that the cause of the civil war is the 
attempt of one or the other to obtain the monopoly of the 
opium revenue. One hesitates to suggest that China should 
spend any additional money on armaments, but it is dear 
that China must have suilicient effective forces to police the 
country even v/here that duty involves battle with hostile 
provincial armies. 

The third of the major evils is banditry. Banditry grows 
out of civil war, oppression, militarism, and starvation. The 
bandit of the Chinese night is frequently the farmer of the 
Chinese day. He is often the soldier discharged from one 
of the various provincial armies. He may be a soldier of 
the National Army discharged far awav from his home. 
Usually he is a man who cannot obtain a living in any other 
way. 

It is the fashion either to exaggerate banditry and to 
suggest that the whole country is bandit-ridden, or to mini- 
mize it and by reference to Chicago and to London to 
suggest that things are no worse in China than they are 
elsewhere. It is, of course, untrue that banditry is prevalent 
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'I'hat would argue complete anarchy On 

hand^ would be absurd to surest ^thatct.rd,uotrs 

• t'-:- res’x-ct in Great Britain or in the Unitec States ii 

-c m a;v wav resemble those in China. Over large 
"".‘of'china to-dav, it is impossible to travel without an 
.:;;.med uuard of soldiers and perhaps dangerous to travel wn h 
them. ^ In the course of Flood Relief operations, bandits 
were a constant cause of anxiety and of loss. ^ 

The remedv for the three evils, Communism, Civil Wa. 

and Banditrv is identical. Decent government, hones 
administration, education— these are the three assent als 
the country is to be put right. A beginning has already 
been made in the undoubted strengthening or the Cei lal 
Government in the Provinces of the Lower Yangtze Valley. 
Any steps that support this tendency are w'orthy of encourage- 

meat. 


cl. Improvement of Position of Central Government. 

I'he position of the Nanking Government has undoubtedly 
been improved during the last two years This has been 
the result in a large measure of the work of the National 
Flood Relief Commission and of the Engineering Sectmn 
of the National Economic Council. Before the constitution 
of the National Flood Relief Commission the residents of 
the villages of the Yangtze Valley had certainly no con- 
ception that the w^rit of the Nanking Government ran m 
their Provinces. This was the first occasion on which the 
Central Government had undertaken responsibility for reliet 
in a case of widespread natural calamity. Thus the existence 
and functions of the National Government were brought 
to the notice of the whole population of the affected tracts. 
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These included large areas in the Provinces of Chekiang, 
Kiangsu, Anwhei, Kiangsi, Hunan, Hupeh, and Honan 
where the floods were most serious. The political effect 
of relief in those areas wus further fortified by the con- 
struction of iiiter-provincial roads by the engineers of the 
National Economic Council. 

Another measure contributed to strengthen the position 
of the Nanking Government in these areas. Before the 
flood of 1931 each of the Pdverain Provinces had received 
from the Central Government a sum for maintenance of 
the dykes, this sum being a surcharge on the harbour dues 
of the rit'cr ports in the Province concerned. This source 
of income was looked upon bv the Provincial Governor 
more or less as a windfiill, and inquiries in Hankow in the 
autumn of 1931 established the tact that the dyke tax had 
not that year been used for dyke repair. 

The National Government, therefore, constituted a Board 
of Engineers for the Conservancy of the whole of the 
Yangtze Valley to which are aJso appointed representatives 
of the Provinces concerned. The income from the dvke 
tax is now paid over to that Board, and bv it applied for 
the maintenance of the dvkes along the Yangtze River and 
for such other purposes as may be possible with the monet' 
available. The importance of this reform is obvious, it 
brings to notice in the most forceful manner the tact that 
there is a Central Government superior to the Provincial 
Governments, 

I fear that the time is even now far distant when the 
National Government will be able to impose its will on ail 
the Provinces. Except in those of the Lower Yangtze 
Valley, the powers of the Provincial Government are 
practically complete. The iafluencu of tiie National 
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Gov ernment over the Protdncial Government of Szechuan, 
fo .^x^inole, is remarkahlv smali-indeed so small as to be 
It is questionable whether the forces at the 
o‘;sno^-rof the Provincial Governor of Szechuan are not 
-ct-h'- <rreater than those at the disposal of the National 
Govemnumt. It is this weakness of the National Govern- 
ment which permits the acdvity of the war lords whose 
existence is a disaster for China. 


vii. The Future Economic Development. 

■\part from the internal relationship of the Chinese 
Government and the Chinese people which has been dis- 
cussed above, there are certain aspects of economic develop- 
ment which deserve consideration. 

It seems inevitable that China will follow the path of the 
West, of India, and of Japan, in encouraging industrialization 
of the country. Views as to the advisability of this develop- 
ment vary widely. In some quarters industrialization is 
anticipated with ioyous confidence, as a certain method of 
enrichment of the country. Others hold that industrializa- 
tion will be a calamity, j udging by the experiences of India 
and of Japan there is much to be said in support of the latter 
view The industrialization ot Russia was deliberately 
planned with a political object— that of strengthening the 
political power of the towms and of providing an amenable 
mass of workmen, easily organized to support the particular 
views of the governing class. The Chinese Government 
would seem well advised to give careful consideration to the 
subject before allowing any widespread industrialization of 
the country — ^particularly if the factories are to be owned 
by foreigners. To-day a large portion of the factories at 
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work are so owned. Many of tliem are owned by Japanese. 
Apart from the danger of exploitation of the lowly paid 
Chinese labourer, there is an additional danger of inter- 
national friction where the ownership of factories in China 
is in the hands of a foreigner. 

It is argued that the work of the hand in the factory is 
no harder, indeed is frequently much less severe, than that 
of the peasant on the land. That may or may not be true, 
but at least the peasant on the land is working in the open 
air and for his own proht and for that of his family, while 
the factory hand works inside the factory and for the profit 
of the factory owner, be he Chinese or foreigner. 

The Chinese factory laws are stated to be the best in 
the world. They were drafted after consultation with the 
International Labour Office, They have nowhere been 
put into force, and it seems improbable that the expense 
which would be involved if they were could be met from 
the profits of the factories. 

A further consideration lies in the probability that indus- 
trialization of the country will lead to progressive increase 
in import duties and a deliberate policy of excluding foreign 
goods which compete with locally produced articles: this 
policy might quite conceivably become an efrective weapon 
for squeezing out the foreign trader. 

Turning to the future of agriculture, it is probable that 
there is no country in the wmrid which contains a more 
frugal, hardworking, and cheerful peasantry than China. 
It is also probably true that in no country in the world 
is the average holding smaller than it is in the villages of 
China. The -whole agricultural population may be said 
to be living on the verge of famine. There are very small 
resein^es of food in the villages and the fiiilure of one crop 
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results at once in vvidespread distress. It has been recorded 
bv Alailorv tiiat in the last century there have oeen one 
hundred and eight famines in China. Common y the 
Amnion, is expressed that this famine is due to the density 
of the population. An examination of the famines of the 
,-„nrurr- pm’-es that a very large majority occur m the areas 
where Vile population is sparse rather than where the popu- 
lation is dense. The same phenomenon is found in India. 
Indeed it is not unnatural, as the density of population occurs 
in those areas where climatic conditions are more regular 
and more favourable to the growth of agricultural crops. 

China is by no means ot^er-populated. If the whole of 
the cultii-able area were used to the best possible advantage, 
there is little doubt but that China could support an even 
larger population on a higher standard of comfort than 
exiVs at present. Steps have already been taken both^ by 
the Government and by independent organizations to im- 
prove cultivation and consequently the yield of agricultural 
crops; to introduce co-operative methods of finance and of 
purchase and sale, and to stimulate the extension of village 
industries. Prospects in these directions are pod. The 
village community is likely to prove a fiuitful field foi 
co-operative effort' and the nature of the people justifies the 
hope that those village industries which are being taught 
in various Provinces will spread rapidly. They aie laigely 
intended to employ time at those seasons of the year when 
agricultural operations are at a standstill. 


viii. Ceriavn hiter^fiational Questions, 

There are certain international questions which have 
frequently been agitated, never been finally settled. ^ Of 
these the most important is possibly extra-territoriality— 
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commonly and conveniently termed 'extrality’. The Chinese 
National Government has consistently endeavoured to obtain 
the removal of extra-territorial rights of the various 
nations^ and on 12 February, 1931 5 Dr. C. T. Wang, then 
Foreign Secretary, used the following words in the course 
of a speech. 'The Chinese Government and people are 
fully resolved to exert their maximum efforts to attain this 
end (i.e. the formal termination of cxtra-territorialitv} and 
any further delay will only intensih/ their determination to 
see it consummated, I sincerelv trust that China will not 
be forced to adopt any measure to obtain her obiective other 
than that of friendly negotiations.’ C'he implied threat to 
the large majoritv of nations of the world was doubtless for 
home consumption. It is unthinkable that China could be 
successful in the use of force to attain this end. 

Extra! ity is exercised by foreign powers in two ways. 
First, there are areas of Chinese territory known as Con- 
cessions, where the administration is foreign. Second, by 
treaty rights, the nationals of a considerable number of 
foreign States are not amenable to the jurisdiction of Chinese 
courts. 

Doubtless both these anomalies will disappear in rime, but 
their disappearance is not a matter of the immediate future. 
An apologist for the Concession svstem has a stroiig argu* 
inent in its favour in the fact that a considerable number 
of the Ministers and superior officials of the Chinese Govern- 
ment actually have their homes in the International or in 
the French Concession in Shanghai, and that the Head 
Offices of all important Chinese banks of Central China, 
including the State Bank (the Central Bank of China) are 
to be found there. And when the Japanese attacked Chapei, 
the residents of that portion of the Chinese city poured into 
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ScttlciTicnt bv tlic nundicd tnous3.nd cis 
irJo a ^ haven of refuge. Safety outside the Concessions 
c.annot be compared with safety within their borders. When 
the Chinese residents of the Concessions (tnere aie more 
than two million in the Shanghai Concession) are determined 
that extralitv shall cease, there can be little doubt that it 
will cease. 'They could at once render orderly government 
iiTipossible. 

An obstacle to the disappearance of extrality will be removed 
when confidence is felt in the impartiality of the Chinese 
courts, and intheir ahilltyefficiently todischarge their business. 
The experience of certain officials of the National FloodRelief 
Commission, honest men who were prosecuted on account 
of their very honesty bv persons who had hoped to make 
illicit j^ains, would iustify the opinion that the time has not 
vet come for the Chinese courts to be judged adequate to 
decide cases in which foreigners are concerned. The Com- 
mission officials were called upon to disprove allegations 
supported by no kind of evidence, and were still under trial 
nine months after the information had been laid. 


International relations between China and the other 
Powers cannot be normal until extrality disappears. It is 
an anachronism and will perforce disappear as conditions 
in China improve and the National Government strengthens 
its position. The conditions of disappearance are public 
security tor foreigner as tor Chinese, and reform in the 
practice of Chinese courts. 

The question remains how far and in what manner China 
can be assisted by foreign nations. This question was once 
discussed with a prominent official of the League of Nations. 
His argument was that China was certain to be modernized, 
that this would be done by one of three Powers — ^Japan, 
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the United States of America, or the League of Natioiis. 
And his opinion was very iiatunill)', and verv strong! r, tiiat 
it was to the interests of the world that the la^t named 
should be the one to assist China in this process of change. 


Doubtless, in. con 

sequence of this pol 
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on the theorv of construction of China. But it has f tiled 
in the one important question, for the decision of which 
China relied entirelv upon the League, viz. the question 
of the Japanese attack on Manchuria and on Shanghai. 

People ask what the League could done. The 

League unanimouslv condemned Japanese action and yet 
allowed Japan to resign its connection. One thing it could 
have done would have been to have taken steps to sever that 
connection itself. 

The League of course laboured under the disadvantage 
that the United States, though working in the closest coii- 
iiection wdth the League, did not belong to It. There still 
remains one avenue which has not vet been explored. In 
her action against China, Japan deiiberatelv infringed the 
provisions of the Nine Power Treaty of 1922. Of that 
Treaty the United States of America, in addition to the 
most important Powers belonging to the League of Nations, 
W'^as signatory. It does not appear that the signatories of 
the Nine Power Treaty are released from the obligation 
to see that the provisions of that Treaty are observed, even 
though the League has found itself impotent in this matter. 
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What do tlie United States, Great Britain, h ranee, 

propose to do to see that the provisions of tte 

Treaty with regard to the territorial integrity of China aic 

ft T, r''Viina *-o left to hCnt its own battle in 

carried out: Is China .o tv itu ^ : t 

this matter? If so, what is the use ot a 1 leaiv : * . • 

from Mr. T. V. Soong. He has said; 


•lpt'm'’ftional a£reeme;'.ts mv v, •. 

. „ , "xT - -T,.!,. -er and to-dav. %ve are paying the 

Ihe law Oi the jc.i - China is to survive 


backed by iorce 


Tiierefbr 


price of our military weakned 
' as a nation, she must prove herseli ca 
an adept at slaughter. 


re, if China is to survive 
,ble; she must become 


A sain bx- said 

■We have been patient under the utmost provm-ation, but our 
of the pious admonitions oi the European Cha 

'T-^c^ravalion has onlv resulted m our 

losing vast territories without the firing ol a single shot. 

It is estimated that Chinese national armies number two 
millions, and that the Communist and bandit forces numbei 
two millions. A conscription law has now been passed 
which provides 30-35,000,000 men for military sei wee 
It is an appalling thing to contemplate the ' 

force even one-hfth of the size contemplated, adeqtvtel} 
armed and provided with the necessary artillery, tanks, and 
Airplanes. Yet that appears to be the alternative to xailuic 
oibthe part of the rest of the world to deal with the bino- 

Western world has looked upon China as 
a country for commercial exploitation. Even to- ay « vei) 
larue seaion of the population of Western countries s i 
regards it in that light, but the time has come when fai 
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more is required from friendship with China and when 
foreign countries must contribute, not only sympathy, but 
what help the\' am give. Criticism is of t'ery little use. 
Individual countries will unquestionahly find it difficult 
to render effective help as the acceptance of help from a 
foreign country is a delicate matter and liable to lead to 
unpleasant obligations. But through the League of 
Nations the world can continue the policy which it has 
already begun and can help China to put its own house 
in order. 


ix. The Hope for China. 

I'he people of China haye very remarkable characteristics. 
Mv own experience has been conrined to the administration 
of Flood Relict in the Yangtze, Hwai River, and Grand 
Canal regions during the years 1931 and 1932. This 
included the reconstruction of nearly hve thousand miles 
of main d}ffie, which had been washed away by the floods. 

In November 1931, after an inspection, I judged it quite 
impossible that the work could be completed bv the end 
of June ^932 — a task which was essential if the land was 
to be protected from Hood in the latter year. 'Rhis opinion 
was shared by everyone with a knowledge of the facts. The 
work, however, was completed in time, and this though 
no machinery was used. The whole of the engineers on 
the dykes were Chinese, The remuneration for work done 
was largely given in wheat, a grain to which the people were 
not accustomed. 

It is impossible to exaggerate the merit of that performance, 
a people which could carry it through could do anything. 
The people are, as I have said, hardworking, frugal, and 
cheery. They are hospitable and contented with very little 

ProUems oj Peace Q 
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. , , • . ,,f '”xur\-, but as one of the greatest of 

'V Soon-^l-has himself pointed out, the 
‘I-eakness of the Chinese nature lies in its refusal to face 

‘""1- is an essentia! condition of progress, in the case of the 
State as in the case of an individual, that tacts should be 

faced, and that where things are wrong ' Tle-e^are 

he '^^dmitted. Onlv then can it be eradicated. 

Chin. .0-d.v who h.v. l..nn. -ha. 
are acting upon it. In them tt Chn.a s hopw J ta 

will be rendered the easier of accomplishment if thei 
endeavours receive from other nations the suppoit whi 

they deserve. 
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THE GOLD STANDARD IN INTERNATIONAL 
RELATIONS 

MORITZ J. BONN 

Fon):erh Profissor in the Handelshocksckule, Berlin. 

F or iminv years enthusiasts for a better international 
understanding have advocated the establishment of 
an international currency in order to facilitate international 
co-operation. They were unaware of the fact that such 
a currency existed as long as the monetarv system of the 
most important countries of the world was based on gold. 
The real importance of the gold standard for economic 
international co-operation became thoroughly apparent only 
after it had broken down in the fateful years following the 
world crisis of 1929. 

i. The ATechamsm of the Gold Standard. 

The existence of a fairly universal gold standard made 
the entire world a closely connected economic unit^ inter- 
sected, it is true, by custom barriers. But as long as the 
various national currencies were fairly stable, tariffs diverted 
trade but did not destroy it. And the States which were 
not on the gold standard and suffered or enjoyed fluctuating 
currencies could always attach their unstable systems to the 
stable systems of the gold standard countries. 

Wherever the gold standard prevailed the currency of 
a gold country could automatically be converted into the 
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of another eold country. The value of Ae ounce 
1-,. exnressed in dollars as well as in pounds 

“ Se; Te doUar prke of the ounce of gold 

of tT' ounce of sold were both hxed by law. I 
k;;w;d thit the dollarl>rice of the pound and me st^g 
orice of the dollar cverc connected automaticah) ■ _Sm 
^.-auations between various gold currencj^es were indeed 
ihe order of the day. They were restricted within narrow 
; the so-called gold points. The amount of gold con- 
tained in a full weight sovereign was the absolute equivalen 
5 the w,ld contained in 4.86| dollars. But to pay a debt 

„ $66 dollar i» N™ Vo* woold =0. a 

V' . , f _ ,.Up sovereisns had to be pacKca, 

I occ sovereigns, tor me soteiei^ii:- 

t-Ld, ^ndtmnsport^.d^fJ^.e^v^e^^ 

interest womd be ^ y^rk cost him 

EsSnX equivalmt ;f x,ooc sovereigns plus transpor- 
ration cos^s from London, he w-ould prefer to buy a bill. It 
the price of the bill went to say 4-90 to the pound ster- 
ling it would be cheaper to send sovereigns. ther^ 

a “old could be moved freely from one country to another, 
prices could never rise beyond the parity, i.e. the mlation 
of dollar and pound sterling emanating from their go.d 
Inxe^ P us the expenses of moving. Or in other words, 
ario^s exports and imports of gold went about freely 
Ind automatically, the fluctuations in the value of currencies 
of -old countries to each other w^ere_ stnttly bmited iVs 
soon as gold exports are stopped,^ this relative stabiln) is 
^-mmediatdv destroyed. In the first daj^ of 
War, when heavy American pajmrents m England^fell du 
and when there was no possibility ^ 

value of the pound sterling rose to 7 dollars foi a few davs. 
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The stability of exchanges between gold countries has 
enormously facilitated international trade. The importer 
who buys raw material abroad can do so on credit, for he 
knows that, whatever mav happen, the price of the foreign 
currency calculated in his own currency cannot be verv much 
higher on the day on which he is bound to pay than on 
the day on which he contracted his debt. And the exporter, 
on the other hand, knows that the toreign currency bills, 
in which he is paid, will net him within yery narrow margins 
the amount in his own currency which he originally expected. 

ii. The Stability of Foreign Exchange. 

The uniyersal use of a gold standard does more than this. 
The price-levels of the different countries are not the same. 
But there is a relation between them which is kept fairly 
stable by the automatic working of the gold standard. Gold 
is no longer the actual circulating medium; it merely serves 
as cover for banknotes. Most central banks have the right 
to issue 2-J- to 3-3- times their gold reserves in notes. These 
notes of the central hanks form the ultimate credit reserve 
of the entire country. For the private banks are in the 
habit of selling their claims against their debtors to the 
central banks, whenever their creditors ask for payment. 
The central banks buy these bills owned by private banks 
with their at'ailablc notes, and the private banks satisfy tlieir 
creditors with these notes. But the central banks are limited 
in the issue of notes bv the proportion iixed between gold 
and the note issue. 

When the balance of patment of one country to another 
becomes unfa.vourable there is a greater demand for foreign 
bills of exchange. The price of the foreign currency in 
terms of the home currency is bound to rise. But it camiot 
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.■:,e .’hove a certain point. For as soon as this point is 

sold begins to flow out automatical y and the rise 

;.7thc exchange is arrested. A considerable loss of gold 

be a serious^attair for the central bank and tor Ae country 

.><o.rves. The amount of notes issuable is mstncted by the 

Ihouh of the gold cover, and when this gold cover is 

s'nrinkins the paper issue contracts at a much quickei tate. 

Each mfliion of gold lost may mean a contraction ot thmc 

million notes or credits respectively. And a contiacnon 

of credit mav parahse the economic activities of a countiy. 

For this reason the central bank raises its discount rates. 

The raising of the discount rate makes short-term borrowing 

more onemus. It deters would-be borrouters trom boi- 

rowing. It makes debtors desirous to rid tnemseb, es or 

their debts, which arc more burdensonte ^nan tnev were 

before. They can onlv do so by selling stocks, and by 

• • 1 I . Dcorc^sccl prices or commo 

do so tnev deprcbs prices, t . i 

dities and depressed prices of currencies combined induce 

foreigners to buv additional supplies m the countnes expe- 

riendna them. Exports are stimulated, whilst at same 

time a depressed currency, high rates of interest, and falhn 

prices combine to restrict imports. An amomatic ^eho t 

is made in this way for re- establishing the ^ 7 

meats. It is great! v facilitated by tmancial tiansactio . 

For the increash discount rate makes it prottable to foieign 

bankers to buv bills in the depressed currency, m the dou 

hope of making a higher income from discounts than . . } 

do hr their owPeountrv and of repatriating frorn abroad men 

short loans at a rate of exchange which will enable the 

to buv a greater amount of their home currency’ with the 

same amount of foreign currency than they gave foi it whe 

they began the transaction. 
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In this way the gold standard kept various currencies 
stable. It kept the various national price-levels tied up with 
each other. It distributed short-term credits amongst the 
countries connected bv it in such a wav that serious dis- 
turbances in the balance of pav'ments between the countries 
were verv rare. 

iii. Defects and Aderits of the Gold Standard. 

I he gold standard worked somewhat in this way before 
the war. There were a great manv hitches, of course. 
Again and again countries did not keep their budgets properly 
balanced and threatened not onh' the stability of their public 
hnance, but of their currency. Or gold, being an important 
item in the national economic armament of the various 
nations, was prevented from Hewing out or attracted to a 
central bank bv artificial means. Political quite as much 
as economic events brought about a crisis. When countries 
had borrowed too much abroad and were unable to pay back 
interest or sinking fund bv the regular export of goods and 
services, the gold reserves at their disposal were often iri- 
sufiicient to meet their excess liabilities. If they could not 
get fresh loans to bridge over the gap or if their creditors 
were not williiig to let them have a moratorium of some 
sort, they either had to let go their reserve conipletelv or 
they freed the central bank from the obligation of redeeming 
the notes in gold. They practically went off the gold 
standard. 

Nor did the gold standard succeed iii keeping prices 
stable, though bv spreading all changes which arose from 
local causes universally amongst all participating countries 
it made fluctuations far less violent than they otherwise might 
have been. Price changes, however, go on adi the time. 
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They are somerimes the result of technical progress^ of new 
inventions, or of special events; new processes of manu- 
facturing goods make for reduced costs and consequently 
very often greatlv lowered prices; prices of raw materials 
and food-stuffs are affected bv the open.ing of new and cheaper 
supplies or bv bumper crops. 

The fall of important individual commodity-prices is 
bound to affect other commoditv-prices in a double wav: 
the reduced cost of raw materials is reflected in a corre- 
sponding decline of the prices of manufactured goods. On 
the other hand the income of the producers is very often 
lessened by a tall, their purchasing power is diminished, and 
this diminished purchasing power may ultimately affect the 
price of other goods purchased. The dislocation in tlie 
price structure, the t'iolent sagging off of certain price 
groups, whilst other groups remain stable, causes serious 
economic dislocations, which mav be followed by social 
disturbances. The gold standard is quite unable to prevent 
such disturbances; but in this respect it is not wmrse than 
any other standard. The huge fall of agricultural prices in 
the last decade in relation to industrial prices, was due to 
a combination of greatly intensified agricultural methods with 
bumper crops. It was in some ways intensified by the great 
credit expansion which business indulged in all over the 
world. But it was not due to monetary causes. The 
so-called gold scarcity was not responsible for it. For even 
assuming that there was such a scarcity — and even the most 
lugubrious observers never acknowfledged an existing scarcity, 
but only a possible scarcity in the near future — there is 
no reason whatsoever why such a scarcity should have 
reduced the prices of a series of articles by let us say 5c per 
cent, whilst a series of other wares was only affected 
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by 20 per cent. Neither the gold standard nor any other 
standard can prevent the rise of a disequilibrium between 
various groups of prices composing the price structure. 

And there is this shortcoming of the gold standard which 
cannot be denied : The purchasing power of gold is not stable. 
Under the gold standard a hxed income does not provide 
its owner with the disposal over a stable quantitt' of goods; 
it sometimes rises, and it sometimes fails. If these move- 
ments are vcrv \aolent within a short time, thev Icmd to 
very serious consequences. The farmer who has contracted 
a debt on his tarm at a time when wheat brought him a 
dollar, will scarcelv be able to pay his debt when wheat 
has fallen to 5c cents. The gold standard does not prevenv 
the outbreak of a crisis: it does not provide a guarantee 
against overspeculation; it does not secure people against 
economic miscalculation. It is not a golden key to an 
economic paradise. It can neither prevent economic mis- 
management nor can it cure it. It is an instrument which 
has to be handled wisely. If wisdom is absent in its manage- 
ment, it will not work. 

But it has one adt'antage over other monetary systems: 
It is bv no means fool-proof, but it is more fool-proof than 
others. The presidents of central banks wdto are tied down 
by strict automatic rules wTich force them to keep credits 
in some relation to their gold reserves are not able to expand 
them indiscriminately, however severe the pressure may be 
which public opinion puts upon them. Their action is 
circumscribed by the Law, but it is protected by the law 
as well. They may make mistakes, aiid many bank presi- 
dents have made mistakes, by expanding credits too easily, 
and by putting on the screw too late. In that way they 
may be held responsible for their share of the crisis. But 
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.bev had not been bonr.d by strict legai oohganons, the) 
have -one much ihrther in the period ot boom and 
n;:rn-'m!d ^ve been much more rcluctant_to restrict when 
['C';' : n Popular opinion is always for cheap money, 

vs hi favour of making sunshine-campaigns. As 
as’smict rules exist and are intelligently applied, a certain 
amount of monetary security is guaranteed. A they go, 
arbitrariness wii! be tne lule. 

iv. The Gold Standard and the Crisis. 

'fhe gold standard has not worked well within the last 
-en years This was mainlv due to political reasons. 1 le 
automatic flow of gold from one country to the other was 
orimnallv not impeded. In fact it reachea unsound one- 

•Sd dimensions, most of the w m 

•md the United States. France and tne United Spates were 
the <rreat creditor countries of the world who aie entit e 
o a"bia annual return of interest on their investments as 
^ell as^n their political loans Owing to their protec- 
tAnist policy, they were unwilling to receive the balance 
due mLm m goods, so they had to let it stand m other 
wh«e it coUd dthet be ea,.» up by the.t .ou„» 

or reinvested. Reinvestment not ^ 

the public, especially in France, on account oi the bad 
iteLnce it had had in the period of inflation So these 
;:Lrtri« insisted on getting gold; the balances kjt abmad 
were kept on short terms, subject to sudden recall A 

when such a sudden recall takes place as happen - & 

Tand in the crisis of X93U withdrawals were so enormou 
Iha! neither the gold reserves nor the available credits we 
large enough. The result was the breakdowm ot 
Standard in England* 
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Deplorable as these results were, they can scarcely be 
charged to the gold standard. England is off the gold 
standard now. If for some reason the very big balances 
which were reimbursed to her were once again suddenly 
withdrawn^ the pound sterling wmuld go down at a terrible 
speed quite as much as it did two years ago. 

On the other hand^ the automatic working of the gold 
standard on the price-level in different countries was not 
allowed to take place. In many countries a great many 
prices had become rigid. In certain trades the position of 
labour was so strong that w'ages were kept high quite out 
of proportion with other wages and with the cost of living. 
Or monopoly prices by cartels and trusts were maintained^ 
whilst the prices of other goods were depressed. In both 
cases the additional exportable surplus of the countiy, which 
a general fall of prices would have brought about^ was greatly 
diminished and the automatic adjustment prevented. 

It must be acknowledged that the gold standard did not 
prevent the development of such a state of affairs. But it 
is more than doubtful whether results w^ould have been 
different or even better if other currency systems had existed. 

V. Controlled Currency and Price Stabilization, 

It is not at ail difficult in modern days to run a currency 
not attached to gold. The value of a currency depends 
less on the cover on which it is based than on its quanti- 
tative relation to the total of economic transactions it has 
to carry out. If the note issue is restricted to the needs 
of the country for circulating medium, it can be kept quite 
as stable in relation to other currencies and in relation to 
the prices of commodities as can a gold currency. The 
difficulty is less theoretical than practical. Under the gold 
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standard the amount of notes issued and Bsuabie, and with 
it indirectly, the total amount of credits which can be granted, 
is’ more or less automatically hxed; under a currency dis- 
sociated from gold, no simple automatic rules can be aevised. 
It is possible,^ of course, to fix a limit quantitatively by 
bringing it into relation with the amount issued formei y, 
when the gold cover restrictions held good; in that case not 
much would be gained by cutting the connection. Or 
a more flexible system can be chosen. Instead of aiming 
at a stabilization of exchanges, the stabilization of price-levels 
may be attempted. In this case the central bank wdl be 
instructed to raise or lower its note issue and with it the 
amount of credit available for the entire business wond in 
an inverted proportion to prices. When prices, as measured 
bv index numbers, firll credit must Dc expanded in such a 
wav as to compensate tb.e downward trena on the commo- 
dity side bv a correspondimg uprvard tendency on the money 
side. Vice versa, when prices rise the \-olume of money 
and credit must be contracted. In that way price stability, 
as far as the home market is concerned, is to be assuied, 
and the consequences of severe price fluctuations can e 
avoided It mav be assumed that a really intelligent bank 
management can ‘dose^ its note issues in such a way as to 
achieve stability expressed by index numbers. But it is veiy 
doubtful whether the stability of price-levels is of real 
importance as far as soda! frictions are_ concerned _ 

What really makes for social friction is the dislocation 
in size and in purchasing power of the income of different 
classes. When the price of wheat falls very much more 
than the price of the commodities which the wheat farmer 
has to buy, his situation would not be improved upon it 
stability of price-level could be achieved. For in this case the 
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decline of wheat prices might be compensated by a rise in 
the price of building materials and textile goods. What 
the one group has lost, the other group might gain. And 
the unfortunate farmer would suiter a double loss: he would 
get less for his produce and would have to pay more for 
what he buys. The difterence would not be compensated 
but doubled. It is not proven that money and credit 
expansion, even when successful, can level up falling prices 
in such a wav as to redress the discrepancies which brought 
about the decline. The experimient carried out by the 
American Government for raising prices has shown quite 
clearly that this is not the case. Its main object was to 
help the American farmer by raising the price of his w'ares. 
It has indeed dri\'en up these prices considerablv by mone- 
tary and fnancial means. But the prices of industrial 
goods, which in some cases had fallen less than the prices 
of farm produce, have responded far more quickly to easy 
money conditions than have agricultural prices. Discre- 
pancies have not been diminished, they have been increased. 
And the American Government has been forced to stop the 
rate of rise of industrial commodities bv special legislation, 
whilst it is at the same time trying very hard to speed up 
the rise of farm product prices by an artifeial reduction of 
agricultural production. Currency manipulation can inflate 
or deflate the price-level, but it is not an adequate method 
for correcting the discrepancies between the different groups 
of commodities from which social friction and political dis- 
turbances take their rise. 

There is only^ one discrepancy which apparently it can 
really settle: By driving up the general price-level it can 
reduce the purchasing power of the money unit, and by 
doing this alleviate the burden of the debtor. It can shift 
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burden brom the debtor to the creditor. But et eii here 
i- U doubtful yrherher anv permanent social adjustment 
e-.-i K- ' achieved. There is' no reason why the solvent 
oiivv' to uet a reduction ot his Purdeii which the 
insolvent debtor must have; why should a railroad company 
which earns a lot of money, and can easily pay its bondholders.^ 
default bv currency manipulation because another railroad 
company is in the hands of the receiver r 

It is,' moreover, rather doubtful, whether such average 
reductions as are possible under a system of average adjust- 
ments of the purchasing power of money will ^really solve 
the probiem. The farmer whose income has fallen by 50 
per cent because the commodities he sells on the market 
have declined by that rate, will not he^saved^it he^gets an 
average reduction of 3c per cent on his debts wnilst his 
outgoings rise in about the same proportion. ^ ^ 

Assuming, however, that scientihc manipulation ot tne 
currency by inflation or deflation based on a commodity 
dollar or on other technical methods is possible, there is no 
guarantee of a really scientific management. The go d 
standard is fairly easy to handle; it may be said to be nearly 
fool-proof. Notwithstanding this great advantage a con- 
siderable number of mistakes has been made. Some of 
these mistakes were due to bad judgement, others again 
to the more or less illicit influence of polirics. The scope 
of giving way to such considerations is comparatively 
smaU where the gold standard prevails. 1 he banking 
authorities can give" way only in so far as a very strict auto-_ 
matic legislation permits them to do so. If the fool-proot 
machinery of the gold standard is swept away, the chances 
of making mistakes are greatly increased. And the Possi- 
bility of resisting popular demand will be greatly diminished. 
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Credit expaiisioi) by means of cheap money very naturally 
is more popular than credit contraction. And if the banking 
authorities are not prevented by lav^^ from going into unwise 
credit expansion, they are likely to give way to popular 
pressure. And when they are not compelled to resort to 
credit contraction it is very doubtful whether they will have 
the courage to embark upon a policy which must bring 
at least temporary misery to many people, and w’-hich is 
scarcely likely to lead to ultimate salvation, if popular 
pressure will insist on bringing the cure to an end long before 
the patient is on the road to recovery. 

For this reason the demand for a manipulated currency 
is far less outspoken amongst the central banking authorities, 
whose business it will be to manipulate the currency, than 
amongst the people who hope to be able to exercise pressure 
on the banking authorities when they are no longer protected 
by rigid laws. 

vi . Exchange Fluctuations. 

A currency dissociated from gold as a cover will not need to 
dispense completedv with the use of gold. As long as gold 
will be taken by other countries at an almost stable price, 
a gold reserve is an excellent thing. It enables the holder 
to liquidate his debts immediately by sending gold abroad. 
But when the connection between gold and notes is severed, 
because the notes are no longer redeemed in gold, the 
stability of exchanges is no longer automatic, especially when 
the country concerned does not permit the free outflow of 
gold and puts an embargo on its exportation. In that case 
the national currency can fail rapidly w-heii expressed in 
other currencies. This fail has very great consequences. 
The play of the exchanges between the gold points, wherever 
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there are connected gold currencies, affects exports and 
imports within verv narrow margins. For the possible fall 
or rise of a currency is restricted to a few per cent on each 
side. A currency freed from gold connection can fall by 
20 and 30 per cent within a very short time. This fall 
acts as a t'ery efficient protection to the home market. F or 
prices on the home market do not change immediately, whilst 
the proceeds of a sale of foreign goods against the home 
currency will bring a loss to the foreign exporter who has 
delivered the goods and is merely waiting for his money. 
This happened on a very large scale when England left the 
gold standard. On the other liand, exporters in the depre- 
ciating countrv are paid in a currency which has risen 
considerably in value, when converted into their national 
currency; they may make an extra pront of 30 per cent 
on transactions whiclt Inure taken place some time ago. 
Tliev can thus afford to quote much lower prices when 
they ask for new orders and increase their country's exports 
considerably. For a short time prices and costs at home 
remain unchanged, bur for the rise in costs of foreign raw 
material. And during this period the depreciating country 
is bound to make extra profits. Whether these profits will 
be outweighed by losses depends on the fact v/nether the 
depreciating country is a debtor or a creditor country. When 
England went off the gold standard, the holders of British 
currency bonds all over the world were greatly damaged. 
But England was really a creditor countrv, and the profits 
she made on deprecia.ring her own obligations would have 
been counterbalanced and more than counterbalanced by the 
loss suffered bv her own holders of foreign bonds issued in 
pounds sterling. She profited probably for the time being. 
For many of England’s debtors had gone into the bankruptcy 
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c„„„ »nvhow. and i< did not ™t.et 

fhev &inct pav m pounds sterling worth 4.86 dollars me 
„».,d, ot .'L-tdcr they did fiJfl tWt " 

^nnSvaloed only a. 30 ° dollard- In *e Am»ca» 
th • -itu-ntion was much dearer. America ownea a hu^^e 
■unount'of dollar obligations, whilst she owed comparatively 
i^r She made a handsome present to her foreign debtoij 
because she wanted to depress the doitai m the m eies 

hpr nowerful home debtors. . 

The advamaze zaiiied from a depreciated currency is,hotv- 

eye;:mete,y tmnai.oty Ahc^ 

r o': rr::“«.rr;lHnm if cu-,re„j d.pre 

dation had not had far-reaching consequences abroad. The 
depreciating country does cut prices on the world m^rU 
bv^ offering its goods cheaper than othei nat s. 
conip'‘tinri nations have to retaliate, comc o . 

h hr”"':, - .::d"r'it:r. 

dime\he stiilitv of the foreign exchanges would not be 
tihi If on Monday the pound sterling were redueed 

rfolet cent from 

the b£imc rs-tio^ lO j 'Nothin.'’-"’' 

immediately return once more to a 4-So ^ 

would be gained by such methods. 

woulu u- ^ ' 1 , are not done in mis 

waw ^men England" heni' off he 

commries immediately went^^og 

rfrso" '^^ey los; about 30 per cent on t^it cre^ 

which they were Avithdrawmg m a panic. But after . , 
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j.’,,,. others followed suit, 'llu-v 

:ur down their own costs and the prices thev 
rite world market bv non-monetar)' means, 
f,, depreciate themselces. in oointt this, tliev 
iuvvii v.-orid market prices by a series of competitive 
.,nti’- a State of aft'airs was reached when the 
relation' of the diitemnt price-levels to each other would he 
-earlv the same as the;; were before. 

"This competitive currency depreciation to which com- 
nerhic countries are driven makes manipulated currencies 
a threat menace to international co-operation. tluc- 
tuatine currencies bring an element of gambling into intei- 
national co-operation which is very dangerous indeed. Long- 
term investment of funds in foreign countries becomes 
almost impossible, for people are frightened of depreciation. 
Liquid means concentrate in those countries which ^are 
considered safe and sound. Capital flies from countries 
whose currencies seem to be in danger and concentrates in 
others. Some of them are countries whose currencies are 
considered sound, others are countries whose currenaes 
have depreciated to such a degree that there is some legiti- 
mate element of hope that the worst is over. Fluctuanons 
are very violent and very sudden. Markets are disorganized. 
World ^narket prices are being depressed. For whenever 
a kind of equilibrium has been reached, some country thinks 
it miaht get a new margin of beneht b}' starting a currency 
depre^'iation of its own, either to get even wnth those who 
have done it before, or in the hope of outdoing them. T hus, 
within the countries which depreciated their currencies 
when England did so, some of them, ITe New-- Zealand and 
Denmark, have since gone farther. The result of it all is 
that restrictive legislation is introduced in many countries 
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which are still nominally on the gold standard. Gold niav 
not be exported; foreign exchanges are controlled. The 
control of foreign exchanges by a government is prac- 
tically equivalent to an indirect control of exports and 
imports. The exporters have to hand over the exchange 
they get to their central banks; importers are not allowed 
to buy without their permission. And it depends entirely 
on the bank whether thev will give them the foreign currency 
necessary to liquidate their obligations. 

Thus currency manipulation leads to competitive depre- 
ciation on the world market, and competitive depreciation 
leads to a further decline in world market prices at a time 
when a rise in the world market prices would be essential. 
Exchange control throttles international trade far more than 
rariifs have ever done. It makes its functioning almost 
arbitrary, and it is bound to lead the nations who are subject 
to it for a long time into a kind of nationalistic planned 
self-sufficiency. It makes international co-operation far 
more arduous than it has ever been before. It is more 
difficult to handle than the gold standard and produces 
problems which are far more ticklish than were those the 
gold standard had to deal with. And there, is no reason 
to assume why people who cannot handle successfully a 
comparatively simple and automatic system like the gold 
standard should be more successful when handling an 
extremely complex and very delicate mechanism. 
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i. Europeem and American Economic Opinion. 

E ven the most detached of American economic 
observers seldom find absolutely common ground 
with Europeans. This is markedly true of their respective 
attitudes toward the present American monetary ^ and 
economic policy. European economists are^ practically 
unanimous in the opinion that international action^ is essen- 
tial if the world is to be lifted from the slough of despond 
into which it has fallen; they are prone to insist that pros- 
perity must be widely shared it it is to be attained at ail; - 
and they deprecate purely national efforts at recovery as a 
delusion and a sna.re. Most American economists, on the 
other hand, are by no means convinced of the necessity of 

international agreements as a to prosperity; they 

see no reason for believing that the prosperity of all is the 
sine qua 'non of the prosperity of any; and, in the absence 
of the unattainable ideal, they are ready to put their trust in 
the principle that initiative, like charity, begins at home. 

As is so often the case where reasonable and well-informed 
men disagree, this difference in attitude is a product of 
environment. T he production and trade of all Europocvn 
nations, save Russia and possibly F ranee, is to a much greater 
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degree determined by international conditions than is the 
case with the United States. Absolute self-sufficiency is, 
of course, out of the question for any modern nation, but 
a very large measure of it could be .attained in the United 
States without any serious derogation from the relatively 
high standard of living attained before 1930 and with a 
good deal higher standard than we have had since that date. 
If this be granted it follows that, solely from the point of 
view of self-interest, the United States can show a much 
greater indifference to inrernational economic agreements 
and to the prosperity of other nations than European 
countries, similarly motiyated, can afford.^ 

No emphasis, howeyer, should be laid upon economic 
self-sufficiency, or upon crass nationalism, as an explanation 
of the differences of opinion between European and American 
economists. American economists are no more fayourably 
disposed toward economic autarchy than are their European 
confreres. All agree that international co-operation toward 
economic ends is highly desirable. Such co-operation is, 
howeyer, extraordinarily difficult of attainment and the 
fault is not altogether that of Americans. In these circum- 
stances Americans are disposed to explore the possibilities 
of domestic action and the issue then turns not on nationalism 
internationalism, but on the method by which economic 
recoyery, including a large quantum of international diyision 
of labour, may be achieyed. The American does not see 
why the initial impetus may not be given in his own country, 

- That the prosperity of one nation is not necessarily conditioned 
by that of others is sho%vn by the great., and more or less permanent, 
contemporaneous diiterences in the economic welfare of diiierent nations 
throughout recorded history. It has been not unusual, moreover, to 
have rising prostjeritv in some countries while that in others was declining. 
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with later beneficial repercussions on all other lands. The 
European, on the other hand, is inclined to think that unless 
a world-wide, sunchronized, recovery can be inaugurated 
bv international co-operation, any merely national improve- 
ment is doomed shortly to collapse, leaving the world in still 
worse state than if it had never occurred. 


ii. Background of American Opinion. 

I would not presume to say that the European view^ is 
wn'ong, but, in support of the American viev/, I would urge 
the following considerations: 

(1) Under normal conditions the United States produces 
and consumes a very large proportion, perhaps 4c per cent, 
of the wmrld’s output of commodities aside from primary 
foodstuffs. 

(2) Any sizable upward mor'ement in American economic 
activit}' is bound to result in a great increase of imports of 
industrial raw materials and tropical foodstuffs. 

(3) Other imports into the United States, even in times 
of world-wide prosperity, have in recent decades been of 
relatively slight importance. The only classes of manu- 
fectured goods wTich, in the prosperous period of 1922-7, 
amounted to more than i per cent of total imports of the 
United States were newsprint, cotton goods, woollen goods, 
and burlaps, and none of these exceeded 2-| per cent of the 
total. Seven unmanufactured items (sugar; silk; rubber; 
coffee; fruits and nuts (mainly tropical) ; raw wool; hides, 
skins, and furs accounted for more than 42 per cent of the 
total of American imports in those years, and the proportion 
of any of these commodities produced domestically is not 
likely to increase materially under even the most extremely 
nationalistic of economic policies. A few other imports 
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^iass. In the United States, protection was long ago carried 
cht'C to its oracricablc limits and cannot be much further 
extended. Much the same is true of many other countries. 
It makes no ditference that a dutv is raised from 50 to 500 
per cent if imports had, in anu case, been excluded under 
the lower dutn. hlost of the international trade which 
mercantilisticailv inclined nations are disposed to stop had 
been strangled for decades. Yet, until the great depression 
fell upon us, international trade had constantly grown in 
\‘olume and, if production and consumption can be stimu- 
lated, even at lirst only in a single large country, foreign 
trade will presently expand to something like its former 
magnitude." The facts alread}' noted about American 
pre-depression foreign tra.de arc sufficient evidence on this 
point, 

(6) Nothing in the existing American monetary and 
economic policy under the National Pwcoverv Act is incon- 
sistent with free foreign trade, with international conven- 
tions in furtherance of territorial division of labour, or with 
the fullest co-operation with foreign countries. 

iii, Theoyj of the Natmial Recovery Act, 

To the point just made I shall return later in the paper. 
For the moment it will be best to examine the thesis on 
which the National Recoverv Act, in its domestic aspect, 
builds, so that we mav have some basis for judgement of 
the probabilities of a happy outcome in both its internal and 
its external spheres of influence. 

The Recovery Act proceeds on the assumption that the 

- This expansion will, however, be inhibited until the restraints on 
trade, other than tariffs, which have been imposed in the past few years 
are lifted. 
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depression n'oni which the world issutteriiie^ though inaugu- 
rated bv some cause or combination of causes more or less 
obscure, has, since its inception, been self-intiammarorv. 
'The initial presence ot unemployment reduces purchasing 
power. This reduction in purchasing power is renecred 
in smaller orders for goods, a consequent fd! in selling prices 
below current costs resulting in further uncmplotaricnt, a 
repetition of the same citects, and so on in a vicious spiral 
to which there is no obeious end. No enterpriser can escape 
mom the consequences of the sweep of Trees over which, 
as an individual, he has no control. He canm.it continue 
to employ workers, and maintain his former volume of 
output, since his outlats will not in anv large measure return 
to hiTU hut will be dispersed over the whole held of con- 
sumption. Every enterpriser, in the eftort to save his own 
skin, cuts dov/n his output, reduces the number of his 
workers and their wages, dimirdshes total purchasing power 
so much more, and each, suffering from tiie repercussion 
of these activities on the part of others, is led to his own 
ruin bv the very eftort to avoid it. The ruin of the enter- 
priser, moreover, is accompanied bv the still more tragic 
destitution, of the workers he had formerly employed. There 
is no hope in individual action, but if a concerted effort be 
made to put Avorkers Tick on the job, to raise total wage 
pav'ments in greater proportion than the increase in output, 
and thus to put reiativelt' enlarged purchasing power in the 
liands of eager consumers, the outlays of all enterprisers will, 
according as demand develops, return to each, and a circle 
of increased employment, expanded purchasing power, pre- 
senrlv’ rising prices, losses turned into profits, and still more 
employment, may be substituted for the former decay. 

Though the administration of the Recovery Act will 
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encounter difficulties, the outcome of which cannot be 
predicted with anv confidence, this central thesis on which 
the Act rests is, in my judgement, sound. On a less valid 
theory, that profits reduce the monetary purchasing power 
directed toward output, undue emphasis is perhaps being 
laid on holding profits to a minimum. Profits will reduce 
purchasing power if they are hoarded but if, as would be 
expected with a business upturn, they are invested in replace- 
ment of old by new and better equipment, or if they encourage 
extension of credit for this purpose, they will add perhaps 
much more than their own amount to the total of circulating 
monetary purchasing powxu, will provide new employment, 
and will especially aid the construction industries where the 
depression has been most secere and the possibilities of re- 
employment are greatest. Aside from this, howe\'er, little 
fault is to be found w'ith the theory behind the Act. It is 
true that it will not appeal to those who allege the inevi- 
tabilitt' of crises under the capitalistic system or who saddle 
upon that old scapegoat, the World War, the responsibility 
of all that has happened since. The inconsistencies of these 
latter theories are, how^ever, obvious. The destruction of 
capital caused by the war is, for instance, one part of the 
helium theory and its later rapid reconstitution another. 
It takes, I submit, some casuistical talent to reconcile these 
elements in a single thesis. Many other theories seek to 
explain destitution by a general surplus. To establish even 
the guise of logic for this contention would be an impossible 
task even for a medieval schoolman. The fact is clear 
that prosperity can come only through constantly increasing 
general production and that if, in the process, maladjustments 
occur we need devices to cure them rather than resignation 
to supposedly inevitable vicissitudes. Our pious forefathers, 
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endoxved with a too bounteous progeny, were disp^osed to 
remark that with er^ery mouth there comes a pair oi hands 
This was not alw'avs true, hut it is inevitable that with every 
pair of hands there comes a mouth and a desire tor a taj 
l^rcrer volume of this world’s goods than we have evei yer, 
on^ per capita basis, been able to produce. It tne wonies 
of those who think our ills are due to increased proatictnx- 
power should ever be justihed, our prooiems, un ei a we 
devised economic order, would not be those now j; 

associated with unemplot'ment but rather such as afflict the 
idle rich and the moralists who deplore tneii presence. 
Involuntary unemployment can always be cured bv setting 
the idle to 'work to provide for their own consumpnon, and 
this is what the National Recovery Act, in essence, is see 
to do. Many things are not dared because ^they seem^ 
difficult and many seem difficult solely because tney am not 
dared. I'his, I confidently expect, will prove true m those 
who have been fearful of the Recovery Act and, et c i t 
it fails, it does not follow that something even moie boldly 
conceived and executed might not prove a Dnluant success _ 
The point oi agreement between those_ who aie hopetul 
of the Act and those who think that nothing out tnoroug-i- 
^oing international co-operation can prove really etticacious 
fe in .he of ConcteJ ecioo. 1 he P"""' 

is whether concerted action need be universally syneiironued 
or can be initially confined to a single large country wmh 
not areatlv retarded repercussions on a mundane scale. 1 ime 
alone can give the answer to this conflict of opinion. 

iv. Price-Raising Policy and the Abandonment oj Gold. 

An essential phase of the Amenoin programme is the 
raising of commodity prices. Lip service has been guen 
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to this objective in every country. Except in the United 
States, however, no eifective action has been taken to realize 
it. Unless comnioditv prices had been raised in terms of 
the dollar, the burden of iixed monetary obligations, incurred 
at a price-level much above the low one recently realized, 
would have been intolerable to American debtors and would 
inevitablv have resulted in bankruptcies on a scale even 
as vet scarce! V touched. When other countries balked at 
price-raising policies no reasonable alternative was open to 
the United States but to permit its currency to depreciate 
relatit'e to other monetary units, in a measure proportionate 
to the depreciation in its domestic purchasing power. The 
American monetary unit could have been kept at its former 
parity with other currencies in one of two wavs only, 
(i) through a sacrifice of American business and economic 
life, with an augmentation of the already devastating burden 
of unemployment, in the maintenance of low commodity 
prices, or (2) through a parallel price-raising policy in the 
United States and other countries. The first was rejected 
in America as not far short of insane and the second en- 
countered unshakable foreign opposition or inertia. The 
decision to permit the dollar to find its equilibrium with 
other currencies on the basis of their respective purchasing 
powers was the result. 

V. T/ie Breakdoimi at London, 

This decision was, of course, made before the Alonetary 
and Economic Conference was held, but it was confirmed 
at London. I do not defend the vacillation, the apparent 
confusion of purpose, and the generally inept conduct of 
policy of the American delegation, but I feel that the possi- 
bilities of reconciliation of the American and European 
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points of view were not fully explored^ that the vacillation 
of our delegation was matched by a rigid 7 io 7 i possurmis 
attitude on the part of the gold standard countries^ and that 
the Conference broke upon an imaginary rock. 

The meeting of minds was difficult because of national 
psychological scars deriving from the war and post-war 
experience of Europe. Practically all of continental Europe 
having experienced, or observed at close hand, the disasters 
associated with abuse of the currency was, and is, mortailv 
afraid of iniiation. Great Britain, where the war and post- 
war paper currency was managed not well but tolerably, 
was enthusiastic neither for the gold standard nor for price- 
raising measures, while the United States, haying maintained 
a close approach to the gold standard throughout the war 
until the present year, and haying found it unsatisfactory, 
was, on the whole, favourable to its abandonment. On 
the basis of pure reason the deflation which had been in 
progress since 1929 is to be regarded as at least as ruinous 
as all but the wildest sort of inflation, and the United States, 
with a different background from that on this side of the 
W’^ater, was not afraid to try to correct it by a method which, 
by reason of its possible abuse, w^as anathema to Europe. 
This was the fundamental source of the heat generated at 
London. 

vi. National Chajwcter of Monetary Policy, 

Monetary policy has always been regarded, soundly I 
think, as a purely national affair. What any given country 
may do in this field has, in the long run, very little effect 
on any people but its own. Exchange ra.tes tend to settle 
at a point which equilibrates respective internal purchasing 
powers of the currencies concerned. Shifts in the exchange 
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value of any given currency against other monetary units 
sooner or later correspond with an equivalent alteration of 
price-levels, and international trade is therefore not affected 
one way or the other. The difficulties are merely transi- 
tional. The real question of monetary policy at London 
was how to avoid these transitional troubles without sacri- 
ficing the price-raising policy in the United States or the 
essentials of the gold standard in the bloc of countries desirous 
of preserving it. 

In contrast with long-run results the abandonment of 
the gold standard is likely to be accompanied by an immediate 
decline in the exchange value of the currency concerned 
to a level very considerably below its relative domestic pur- 
chasing power. So long as the gold standard is maintained 
government m.ust furnish gold at a fxed price in the currency 
in question, regardless of the demand at that price. When 
gold hoarding is prevalent this is a valuable perquisite to the 
holder of a gold currency, though in ordinary times it is 
of no particular worth to the mass of the population and, 
in times of hoarding, it is a nuisance from almost every 
point of view but that of the prospective hoarder. When, 
however, the privilege is taken away from, the holders of 
any important currency the attractiveness of gold is increased 
and the enhanced demand is concentrated on the remaining 
gold currencies. This raises their value as against the free 
currencies (depreciation of the latter), puts a premium on 
export from non-gold standard countries and a burden on 
export from the countries still maintaining gold, and thus 
drains gold away from the latter. This so-called trade war 
is by no means a one-sided conflict. The countries which 
gain gold get it by selling their goods at slaughter prices 
and the countries which lose gold get the benefit of such 
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prices in the poods tlic}' receive in exchange for the gold. 
Trade relations, howe\'er, are disturbed, unemplovment may 
increase in the gold standard and even in other countries, 
and the phenomenon in general is to be deplored. 

VI i. The IP cri of Fm. conciliation. 

A general ad hoc departure from the gold standard, to 
the extent of laving a prohibition on its export while con- 
tinuing domestic redemption of the currenev at the estab- 
lished rate, would probably remove entirely any disability 
on commodity export trade under which the adherents to 
gold as a currency basis might otherwise suiter }*et would 
not inta-dive the countries in question in any danger of 
inflation. The tendency of such a measure would be 
toward the immediate restoration of the former pars of 
exchange, or their alteration only in compensation of a 
subsequent change in relative price levels, and thus to put 
exporters and importers in all countries on substantiallv the 
original basis. Refusal of the gold standard countries to 
consider this alternative at London seems rather like insis- 
tence on immaculate ritual than (Ui the substance of virtue. 
Much was made of the necessitv of maintaining an island 
of conridence in the midst of a shaken world. Conhdence, 
howe\-er, is a word which has been, used to cot'cr a multitude 
of sins. It is true that the confidence of creditors is impaired 
when monetarv standards fall hut, when that particular 
confidence is being maintained at the expense of paralysis 
and imminent panic in all other sectors of the economic 
world, the question arises whether, by the abandonment of 
a standard which is, in fact, working disastrously, you will 
not, on balance, create far more confidence than you destroy. 
I'his is a question, howet'er, which every country must be 
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p-rniirted to ansiver for itself without any outside pressure 
hcinp brought to bear. "I'hc United States answered it one 
wav and voiunrarilv abandoned gold; the gold bloc answered 
it ar.other and are apparentlv set 011 maintaining an unalloyed 
noid standard as long as it is possible to do so. 

These diverse decisions, nevertheless, should not hatw 
prewnted the possibility of an adjustment satisfactory to both 
sides. The American administration, let it be repeated, 
is eager to raise prices by almost any practicable means,; the 
gold bloc wishes at all hazards to preserve the gold standard 
unimpaired and is not even ready for a vigorous general 
effort to lift prices in terms of gold. These are not irre- 
concilable but, on the contrary quite consistent aims. A 
pro tempore rate of stabilization having been agreed upon, 
and stabilization machinery provided, there is no reason 
why the United States should not have undertaken (i) not 
to change the rate oftener than once every month, (2) not 
to change it by more than i per cent on each occasion, and 
(3) only to change the rate in response to an already accom- 
plished relative rise in American as compared with gold- 
standard country price-levels. Exchange rate alterations 
would then be subject to a constant anticipatory nuiiihcation 
in their effect on foreign trade since the antecedent alteration 
in relative price-levels would have furnished compensation 
for the change. Nothing like an exchange-rate v/ar could 
therefore develop, and the Conference could have gone on 
to consider tariff agreements in perfect confidence that its 
deliberations would not be frustrated by incalculable and 
highly disturbing fluctuations in the relationship between 
the internal and external values of important currencies. 

Why some such proposal as this seems never to have come 
before the Conference I would not presume to say, but 



Monetary and Econo?nic Policy 19 :; 

I would not be surprised it the responsibility were divided. 
The whole attitude of the United States during the Con- 
ference left much to be desired, especially in geniality, hut 
it is perhaps not unfair to sav that the gold bloc was some- 
what iiiHexibie, convinced of its own superior righteousness, 
and not much disposed to seek solutions outside its own 
toriiiula of temporary de facto stabilization, fixed, legalized, 
and made permanent, as soon as possible, in an early general 
resumption of the gold standard along traditional lines. I 
rather think, too, that the whole weight of the Economic 
and Financial Secretariat of the League was thrown on this 
side though I have no reliable et'idence on this score. From 
the point of view of Washington this represented undue 
rigidity of mental outlook in a changing and, in some respects, 
a new world. 


viii. The Path for the Fid lire. 

If the proposal for a dollar of fixed purchasing power, 
to which President Roosevelt seems committed, be adopted, 
some such procedure as has been outlined above would seem 
to be necessary to a smooth operation of international trade 
and, if put into force, would permit the resumption of the 
Conference, and the discussion of tariff agreements, with 
some prospect of success. The deviation of exchange rates 
of such a dollar against the present type of gold standards 
need be no greater, over short periods, than has always been 
the case,^ trade could therefore be carried on without dis- 
turbance, vicious speculation could be checked by appropriate 

^ If the dollar is given a variable gold content^ with internal redemp- 
tion and free export and import of gold, the conditions, at any gi‘Uc7i 
moment, would scarcely deviate at all from those which prevailed under 
the traditional gold standard. 

Problem ns of Peace 


H 
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devices, and a well-developed forward exchange market, 
supported bv speculation of a beneficent type, would relieve 
merchants of all risk from long-, and even short-, term 
movements of exchange rates. I venture to assert that 
such a monetary standard, if managed with even moderate 
circumspection, would, in spite of some difficulties which 
might arise, give us a medium of exchange superior to any 
vet developed, not only for domestic but also for international 
economic and financial transactions. 

ix. The Gold Clause and its Repudiation, 

Before proceeding to a consideration of international 
economic, as opposed to monetary, aspects of American 
policy, I should like to saw a word about the retroactive 
abolition of the gold clause in American contracts. The 
nullification of this clause, which called for payment of 
interest and principal in a fixed v/eight of gold, is a plain 
repudiation of the letter of the bond and, as such, subject 
to justifiable denunciation. The only defence is the easy 
and dangerous plea of necessity. Yet if the clause had not 
been nullified the whole ultimate object of the abandonment 
of the gold standard would, with respect to this very large 
class of obligations, have been lost. It would perhaps have 
been well, if possible, to distinguish between foreign and 
domestic holders of gold-clause securities on the ground 
that the denial of the stipulated rights of domestic 
creditors was an exercise of the police power from which 
the domestic creditors, along with other citizens, would 
benefit, but from which foreigners would, in large part or 
altogether, be excluded. The rush to transfer to foreigners 
all securities with a gold clause in the contract can, however, 
under these hypothetical circumstances, be contemplated 
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oiilv with a shudder, and the suggested policy cannot there- 
fore be held to have been other than impracticable. It is 
worth noting tliat the abolition of the gold clause cannot be 
attributed to a desire to exploit the foreigner, since the 
United States, which is a large net international creditor, 
stands to lose thereby much more on international account 
than it can gain, 

X. The Recoverj Act and Conunerclal Policy. 

To come now to the more purelv ecormnk external aspects 
of American policy it should be noted immediately that in 
spite of much current, even quasi-ofhcial, talk to the con- 
trary, there is no logical connection between the policy of 
raising prices and money wages on the one hand and the 
desirability or necessity of a high, or higher, protective tariit 
on the other. If, by the price- raising policy, the internal 
value of the dollar is reduced relative to the internal value 
of other currencies, its external value, that is to say exchange 
rates, must sooner or later, either automatically or bv con- 
scious direction, undergo a substantially equal depreciation.^ 
In spite of higher dollar prices and costs of production, any 
given ad valorem tariff duty in the United States would then 
tend to offer precisely the same protection as it had always 
done." Similarly, reductions of tariff schedules will be 
neither more ditliciilt nor easier under the new than under 
the old dispensation. We may therefore immediately dis- 

I At the moment the external depreciation is the greater of the two 
so that tlie measure of protection rendered by the ejdsting taritr has, 
in fact, for the time being, been materially increased. 

- A specific duty, however, would offer somewhat less protection and, 
if the old status were desired, should be raised proportionately to the 
fall in the exchange value of the dollar. 



196 Inteiniational Aspects of Aenerkau 

card the notion that the present American policy has any 
inherent tendency toward increased national self-sufficiency. 
If such a movement develops it will be because its proponents 
will have succeeded in obfuscating the situation and in 
exploiting the popular confusion of mind to their own ends. 

xi. International Character of Tariff-^ 

This brings me to my final pointy commercial poliev. 
'T'arifts and other similar regulations of trade, have, like the 
national money, always been regarded as of purely domestic 
concern. There is, however, a marked difference between 
the two in that alterations in any national monetary system 
have no necessary or ultimate effect on foreign nations while 
new or increased protective duties inevitably injure some, 
or all, of them. The case for international conventions 
with respect to tariffs, and for reciprocal concessions, is 
therefore much stronger than for international agreements 
imposiiig a common monetary standard. One may well 
question the wisdom of an agreement fixing upon all nations 
a monetary standard which would almost ineyitably be 
inflexible, which must be based on the lowest common 
denominator of the aims of the seyeral countries, and which 
must therefore involye the sacrifice of the entirely legitimate, 
but not uniyersally shared, objectives of some or all of 
the parties concerned. The result might well be complete 
stagnation in the movement toward monetary reform. There 
could be no such objection to conventions limiting the range 
of protective duties, and spiking all the other devices In the 
panoply of economic war, unless reciprocity between any 
two or more nations should be used to increase the dis- 
criminations against the rest. 
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UNILAT£RAL TARIFF REDUCTIONS. 

Ill the present excess of iiatioiialisnij however^ it is doubt“ 
ful whether much good can come from conference. If all 
nations enter into conversations with the notion that every 
lowering of a tariff barrier is a ‘concession’, only to be 
uranted^^in return for a similar or, if possible, greater re- 
niission in the duties of other countries, general conferences 
can scarcely fail to end in other than acrimonious dispute. 
The world is suffering under the illusion that economic 
activity is a form of warfare in which one, at least, of the 
parties must lose. In this distorted psychological state 
economic disarmament is just as aifficult to achieve as its 
military counterpart. If, however, a sound view were taken 
it ought to be infinitely easier. There is no doubt that 
one-sided military disarmament involves the disarming party 
in serious danger. But unilateral remission of tariffs would 
enure in nothing but benefit to the country taking the 
initiative, as well as to other countries. On this point 
economists are in practically universal agreement. So long, 
however, as popular opinion remains at variance with sound 
economic thought conferences to regulate tariffs will result, 
at best, in frustration. If, on the other hand, scientihe 
opinion should win the day, they would be unnecessai y. 
Inhere is no good reason why any country should not now 
initiate a policy of tariff reduction regardless of reciprocity. 
This is as true of the United States, under its new policy, as 
of any other nation. When men learn to look, with a 
friendly rather than a hostile eye, on imports as the end 
for which exports alone exist, when they realize that their 
own restrictions of international trade are as harmful to 
themselves as to their neighbours, when, in a word, reason 
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once niore plavs a role, tariff barriers will fall as if by magic. 
Unless the ground be thus prepared^ howeveig economic 
conferences will resemble medieval war. They may per- 
haps be conducted with much show of chivalryy but they 
will not lead to peace since the will to peace is absent. 

xii. The Recovery Act (in d hit ernaitonal Economic Co-op eratmn 

The thrust of American policy is neither for nor against 
internationalism. That issue is not involved. Those of 
us who favour a larger measure of freedom for trade have 
no reason to fear the consequences of an im.mediate success 
for the New Deal. Whether or not the world will turn 
away from the throttling grip of excessive nationalism in 
economic matters will be determined by factors in which 
the present monetary and economic policy of Washington 
will play no part unless, on both sides of the water, clear 
thinking is submerged in a welter of unreasoning prejudice 
which fails to recognize the facts. There is nothing esseii» 
tially isolationist in the policy. It holds out hope to a people 
in sore need, it carries a promise not only of domestic but 
et-en of world recovery, it offers the prospect of a new and 
better monetary standard w’hich wall be a strong buffer 
against a repetition of the economic collapse of the past few" 
years, and its success wmuld render Infinitely easier such 
international agreements as may be essential to an ordered 
and general prosperity. 
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THE WORLD MONETARY AND ECONOAIIC 
CONFERENCE 


CLARENCE K. STRELr 
Geneva C')rrc‘Sp 07 idcnt of ths 'Keve I'ork Thne.'’. 

O NE leit-motif that ran through the speeches pro- 
nounced on the closing day of the London i\Ionetary 
and Economic Conference by the leading actors in it was 
that there was no blame to be attached for all that had 
happened there or had not happened. There was, of course, 
no delegate, or no one else, to blame. There was, of course, 
no country to blame. There wtis nothing — apparently not 
eyen the Press — to blame, except, of course, the conference 
method itself. And even that method had some stout 
defenders, such as Secretary of State Hull and James hi. 
Cox, the vice-chairman of the American delegation, 

I shall make it my pleasant task this morning to turn 
in a minority report and apportion the blame. My blame 
will not involye the moral turpitude most people connect 
with it. The view I start with is more scieiitihc. The 
conference clearlv went wu'ong. Where does the iault lie? 
Fauit-iinding, if handled in a lact-hnding spirit may have 
its uses, too. Indeed, I fear that one thing to blame for 
the difficulties at London was this hhere is nothing to blame’ 
habit of its statesmen. This was not the first failure of 
many of them. Had they sought out the faults for previous 
failures they might at least have avoided some blunders at 
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London. But I see I must amend mvself. I see mudi 
too much, to sav nothing of many too man\y to blame for 
the lack cf rcsiilts at London for me to iix all this blame in 
one hour. I shall make it mv risky task to apportion onlv 
some of that blame. 

First, let us examine the onlv offender openly indicted 
b\^ the delegates, the conference method. This tendenev 
to blame the act of conferring together with the failure to 
agree together is like the habit of blaming the League witli 
the failure to enforce its Covenant in Llanchuria. It need 
not be taken too seriously, and certainly it should not be 
taken tragically. This tendency, far from making the 
holding of future world conferences a matter of doubt, is 
one of the most dependable factors working not only in 
favour of more conferences, but also in favour of that per- 
manent world conference, the League. The reason is that 
these headless, sixty-legged conference creatures furnish an 
ideal scapegoat to the two-legged creatures who are respon- 
sible for the policy of the various governments and who do 
have political heads they are sometimes rather eager not to 
lose. 

Statesmen are human. They do not like to take the 
blame for their own mistakes any more than the rest of us 
do. Statesmen are gentlemen. They do not like to blame 
their mistakes upon their foreign colleagues, if they can 
possibly help it. The League and its conferences save these 
statesmen from their own mistakes. No one, at least no 
one who can yell, is hurt when the blame for failure is 
placed on these strong-backed world bodies. Thanks to 
them not only personal but national prestige are safer than 
they ever veert before. The ever-present danger of the 
mistake of a statesman developing through the vicarious 
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pride of his fellow citizens into a national virtue if not a 
Lf7siiS belli has been materiaily lessened bv the institution of 
these headless, nerveless bodies. 

I speak seriously, too. This is one of those strong, silent, 
influences the League and its conferences exert for peace 
that Has not \’ct gained for it the glamour it deserves at least 
as much as do the strong, silent men. One of the really 
essential problems not only' in international co-operation 
but in all questions ot human relations is to proyide some 
means of saving the face of those who make mistakes. We 
are all entitled to make at least a few mistakes, and it is 
a poor system that throws us out at the first error in firour 
of another neophyte, instead of giving us a chance to learn 
in the only way most of us can learn. Until our statesmen 
stop making mistakes we can be sure they will not stop 
convoking conferences and finding them very* useful. 

I find no blame, then, to apportion to the basic method 
of solving disputes by conferring together. But some of the 
indictments of this London case are more derailed. Not 
only delegates but many others, such as Walter Lippman 
and Harold Laski, have blamed failure on the lack of pre- 
paration and the lack of limited, specific terms of reference, 
or upon “conditions not being ripe’. Again, many seem 
to share the view of Premier hlussolini. The founder of the 
Four- Power Pact blames the London Conference for being 
too democratic. Demanding in an article in the Morning 
Post a few days before it ended “an embargo on futile and 
dangerous debates’, he wrote: H believe that, with the 
London Conference, the conference system is also ended, . . . 
How could any illusions be entertained on the results or a 
conference at which were present two thousand delegates 
from over sixty countries r’ 
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i. Was it the Lack of Preparation? 

I am afraid tha.t if we had to wait for an adequately 
prepared conference, the era of conferences would indeed 
be ended. Conferences are never thus prepared, and I 
doubt if they ever will be. Critics sometimes contrast the 
London Economic Conference with the London Naval 
Conference, citing the latter as a happy example of good 
preparation- All the preparations it had were the Anglo- 
American talks — and the stimulating failure of the Tripartite 
Conference in 1927. Even so it took the British and 
Americans three months of the 1930 conference to bring 
in Japan, and they have not yet brought in France and Italy. 
It is sometimes forgotten that the London Naval Conference 
was a Five-Power, not a Three-Power, Conference. 

I would 110 more expect a conference to be adequately 
prepared than I would anv session of any parliament. Much 
of the blame attached to lack of preparation is, I think, due 
partly to the fact that the commentators’ minds were moulded 
when conferences were rare things, coming so far apart as 
to seem hnite things. These same critics do not expect 
really important national legislation to be adopted normally 
in one session of a parliament. Usually such legislation 
requires years and most of the. preparation comes in the 
doing. But they seem to think that simply because the 
meeting is called a conference, and the delegates speak 
different languages, and unanimity instead of a majority is 
required for results, the conference is ill prepared if it does 
not produce results in a few weeks, and its recesses are to 
be taken sceptically. The fault here really lies, I believe, 
in intelligent people leading the less informed astray by 
continuing to treat a conference as a century^-blooming 
cactus when it has become a sturdy perennial. 
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As for blaming the London Conference because its terms 
of reference were so wide, I would sav' that It would have 
required at least one very, very long conference to have 
reached agreement on just how and where to draw the line 
in limiting its terms of reference. Before w^e attach too 
much value to such efforts it may be well to recall how this 
method turned out in Disarmament. The Preparatory 
Commission took five years limiting the terms of reference 
of the Disarmament Conference to a very precise draft con- 
vention. It is true that when the conference met it adopted 
this convention as a basis for discussion. It is also true that 
nothing more has been heard of that draft convention for 
the conference when it met inevitably and fortunately moved 
into a much broader field. 

I would not give the impression that I think this kind 
of preparation, or any other kind, is without value. The 
more preparation of all kinds the better. But I would warn 
against giving too much weight to the pre-conference t)q?e 
of preparation. The preparation that is really needed for 
action in a conference is the mental preparation of the 
delegates. Press, and public, and I see little practical hope 
of getting that kind of preparation except when conferences 
are sitting — ^and when their ‘failures’ are being quietly 
digested in their recesses. 

Conditions, one must keep in mind, never ripen of them- 
selves for a conference — though they may get rotten. In 
my experience the only way to ripen them and assure any 
preparation whatever for a conference is to fix a definite 
date for the meeting. The risk of their coming too soon 
is much less than the risk of their coming too late. Only 
the necessity of attending will break down the natural lethargy 
of governments. Even this stimulus did not cause the 
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governments to make anv political preparations in the shape 
of diplomatic talks in the year that was set aside for this 
purpose when the Disarmamient Conference date was iixed. 
All thev prepared then were their speeches giving their 
maximum demands on Santa Claus. 

As for the London Conference, its Preparatory Com- 
mission addressed in January a fervent appeal to the govern- 
ments to prepare its political side by talks among themseh'es. 
Bur the only government that acted on this plea was one 
that uxis not connected with the Commission, the neve 
Roosevelt Administration, which invited a number of dele- 
gations to bilateral conversations at Washington. As with 
the Disarmament parley, once the Conference began there 
were, however, plenty of talks among the delegations in the 
hotels as well as in the lobbies of the Conference. Most 
of these were too late for that stage of the Conference, but 
they were much sounder and more valuable preparation for 
the next stage than were the bilateral talks at Washington. 

The possibility a conference — and only a conference — 
gives of many-sided private talks makes for keeping every- 
thing in perspective, whereas the Washington talks did more 
harm than good by getting things out of proportion. It 
led the Americans who were at the hub of these talks to 
forget that a wheel cannot turn without a rim, and to give 
too much importance to visitors who proved not too repre- 
sentative of their governments. On the other hand it 
contributed to that over-emphasis on the United States by 
Europeans that plagued the Conference. 

ii. LondorJs ^Forgoitefi Ma?i\ 

It is true, too, that the governments had the Conference 
prepared by the two meetings of the experts who composed 
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its Preparatory Commission and who drew up its agenda, 
I have the greatest respect for the expert^ and there is one 
kind of expert on international questions for which I have 
the highest respect. He is the political expert — -the man 
who sees things in terms of people, living people, Unfor- 
tiinatelv, he is another 'forgotten maiv. I have yet to see 
any political experts called in to prepare any conterence. 
The present practice is to leave what preparations are made 
entirely to those who are experts only in the technical side 
of the problem. Though the world has lost much of its 
faith in military experts, it seems to me a demonstrated fact 
that the economic and hnancial experts do not know their 
business anv better than the military experts. 

What is the business of a general if it is not to protect 
the lives and property of his fellow citizens? Do these 
experts know their business when they take billions of our 
money and years of our lives in time of peace to assure this 
protection, and then invariably fail and at least once each 
generation take tens of thousands of lives and tens of billions 
of money in wars which we all lose, however much the 
generals may all win — or claim to win — the battles? If 
anyone ought to be an expert in politics — which is the art 
of handling human relations and protecting one’s interests 
and getting one’s way peacefully — it is our generals. 

What is the business of an economic or financial expert? 
Is he doing it effectivelv when, as Secretary Hull has said, 
international trade has become almost treason, when the 
banks are either closed or gorged with money they v/iil not 
lend, when each country is cutting its own throat in the 
unimaginably costly tariff and currency wars of this depres- 
sion ? It is no use pleading that many of these experts have 
argued for lower tariffs and stable currencies, in season and 
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out, a,t Geneva, that they have prescribed the right cure. 
Leaving aside, for the sake of simplicity, the fact that these 
same experts have often favoured the opposite course at home, 
I would say that it is not enough for an expert to prescribe 
the right cure. It is a poor doctor who can prescribe the 
richi medicine but knows so little of human nature that 
he cannot get a patient to take it. Whether your patients 
die from your bad medicine or from your bad bedside manner 
YOU must expect their corpses to be counted against you. 

If there is any expert in my experience who is less poiiti- 
callv minded than the military man, it is the economic expert, 
the so-called practical business man, and if there is anyone 
who has still less political sense it is your financial and especi- 
ally your monetary expert. Your military people are at least 
accustomed to dealing with men and with masses of men, 
though fortunately on a very artificial basis. But your 
fmancial experts — they have spent their lives with masses 
of irgures, they live in a cloister. Their life is wrapped 
up in banks and money, both of which are based to a religious 
degree on popular faith (credit, confidence, the financial 
experts say, to avoid the plebeian monosyllable, faith). Their 
life is wrapped up in things that can only work so long as 
the people have faith, and these high priests are wholly out 
of touch with the people* 

There are exceptions, notable exceptions, and I have 
hope for ail the others. These conferences are bringing 
them out of the cloister. They are gradually learning from 
practice something about international politics. But the 
process is slow and costly. Technical experts would become 
safer for democracy much more quickly if they would only 
realize that politics — the art of getting masses ‘ of men to 
do what the doctor prescribes — ^is the key to all the rest of 
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their personal equipment. The real fault I hnd with tech- 
nical experts is not that they have so little political knowledge 
but that they seem to think they do not need any. 

Let me cite an example of what I mean. The London 
Conference began without its Preparatory Commission 
having made any preparation as to its method of work, 
its experts provided an agenda full of topics to quarrel about, 
but they gave no advice on how to get action. The Con- 
ference met with plenty of causes for war and plenty of 
warriors — but no strategy. Should it, for instance, start by 
aiming at making a provisional agreement to meet the emer- 
gency, or plunge iiiimediatelv into an attempt to set every- 
thing right for ever? Nobody apparently had thought of 
such things. 

As a matter of fact, someone had, I remember talking 
with hlr. Stoppani, the Director of the League’s Economic 
Section before the Preparatory Commission met. Mr. 
Stoppani, you will see, is one of those exceptional experts 
who is politically minded. He stressed then the need of 
restricting the Conference’s immediate aim at the outset 
to something relatively easy to get, a temporary emergency 
agreement. He had worked out the general lines of one. 
It seemed to me a cominonsense policy to build a provisional 
shanty to live in while you were building the palace. Its 
wisdom had been proved for me by the experience of the 
Disarmament Conference. But it got nowhere in the 
Preparatory Commission. I asked some of the experts why. 
Their explanation was that it was not ambitious enough. 
They feared that once the conference adopted it, that once 
the shanty was built, the governments would sit down and 
rest in its shade and never build the palace upon which the 
dreams of these experts were fixed. And so the Conference 
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adiourned with neither shanty nor palace even in the bluC" 
print stage- 

The deliberate pianlessiiess of these experts arose partlv 
from the pernicious habit of thinking that a conference is 
a thing that sits for a few months and then ends. Naturally 
when vou look at a conference as one chance in a lifetime 
YOU do not want to put any brakes on its miracle-achiet^ing 
possibilities. 

A consideration that moved other experts they summed 
up in the phrase, khings have to get worse to get better’. 
The depression, they reasoned, gives a rare opportunity to 
carry through some much needed reforms. The w^orse 
things get the readier the governments are to listen to reason. 
It would be a pity to risk losing this opportunity by stopping 
the pressure of growing disaster with makeshitt emergenc}' 
agreement. After all, they concluded, if the conference 
fails, and things get wmrse, the governments will be all the 
readier later to build the palace. 

This kind of deliberate disaster policy has played, in my 
personal observation, a much greater role — especially among 
financial leaders — in the development of this depression than 
most people imagine. It is a very dangerous policy. It 
show^s the crudest kind of political thinking. Disaster may 
serve good purposes, but it needs no intelligent encourage- 
ment. There will alw^ays be enough human stupidity to 
feed disaster. To think that the only w^ay to persuade 
governments is to deprive more millions of their jobs shows, 
I repeat, the same lack of political sense the other experts 
show w^ho depend for persuasion on killing millions of their 
fellow citizens, 
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iii, E Proposal: Political Experts. 

Since it is '^/erv costly to leave the preparation of con- 
ferences entirely to military^ economic, and hnancial experts, 
and since at the present rate of progress it will take them 
a long time to become politically minded, I would suggest 
that to all future technical preparatory commissions there 
should be attached some political experts. Indeed, I would 
suggest that the League Secretariat include a few of them 
permanently. 

Had there been such experts in the London case I belie\x* 
tliey would have prepared some very dchnite plans for 
tackling the mass of material the economic and iinanciai 
experts prepared. They would have studied the experience 
of the Disarmament Conference. That would hat'e shown 
them that it is almost impossible to hold delegates together 
prohtabiv more than eight weeks, and that it was altogether 
impossible to get delegates to do in that period one-tenth 
of ail the technical experts said needed to be done. 

Your political experts would also have noted that there 
are certain periods of the ''/ear when conferences cannot sit. 
No conference can meet around Christmas, Easter, Whit 
Sunday. Abot'e ail, no conference can meet in August, 
'Fhat month is reserved for vacations, grouse-shooting, and 
institutes. Only wars can start in August. 

Your political experts would have taken all this and more 
into account. They would have mapped out a course 
covering several eight-week sittings with recesses in between. 
They would have allotted to the first session the job of 
building that shantv, and to the second the task of starting 
the palace. ITey would have admitted the danger of the 
workers resting in the shantyL shade, but sought to nvoid 
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it hv thus making them sign up at the start for the whole 
contract. While encouraging the governments by a blue- 
print of the shantv, they would have encouraged public 
opinion at the same time with a beemtiful architect’s picture 
of the hnished paJace — which has the added political advan- 
tage of not involving such precision as a blue-print does. 

I am satisfied that if there had been a little such planning 
the London Conference would have fared far better. The 
situation there was not ideal; it was quite difficult. But 
the situations fiicing conferences are bound to be difficult. 
The only way to judge these things is relatively^ and I 
would sav after considerable deliberation that I have never 
attended a conference in which the possibilities struck me 
as so favourable, where relatively little planning and effort 
promised to produce so much. 

Think of the difference it would have made if, instead 
of leaving everything vague and undefined, the apparently 
triffiiig device of announcing in advance not only that the 
conference should start I2 June, but that the first session 
should adjourn on 17 July had been adopted. All the crises 
the conference suffered over whether to adjourn or not to 
adjourn would have been avoided. The conference would 
have been freed from all such manoeuvring and all the 
connected hysterics, recriminations, and popular misunder- 
standings, for the same reason that parliaments are free from 
them.. The reason is that everyone knows in advance about 
when parliament or congress will adjourn, and when it will 
resume work. By fixing at the outset the date for a con- 
ference to adjourn one not only avoids harmful and waste 
effort but one provides a positive means of keeping noses 
to the grindstone, and the spur to agreement any time limit 
gives as it closes in. 
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A time limit is a ver_y useful thing,. I am sure that none 
of VO a would have come here this morning — and certainly 
vou would not have shown such datteriiig patience — if you 
had not known in advamce that this talk would end in one 
hour, 

I hlame, then^ not the breadth of the conference terms of 
reference nor the lack of preparation, but the lopsided 
character of the preparation and the lack of political 
experts. 

Let us consider now the fault found by the Mussolijii 
school — that there were too many invited to the conference, 
that it was too democratic. This need not take us long. 
Do you recall ever having read during the conference of 
any trouble caused it by Siam, or Abvssinia, or Salvador, 
or Lithuania? Certainly I do not recall ever having found 
occasion to report any difficulties caused by any of some 
hfty small countries. I have never seen the small countries 
so passive, so much under the thumbs of the great Powers, 
as they were at London. Their attitude was in sharp 
contrast to the influential, constructive role they have played 
in the hlanchurian and Disarmament questions. Aly criti- 
cism of the small countries at London would be that they 
were too docile. Even so the net effect of their attendance 
at London was helpful, if onlv because of the restraining 
influence their mere presence exercised. To leave the 
great Powers alone with each other serves often, if not 
alwavs, to accentuate their differences. I would remind 
vou of the Tri-Power Naval Conference that railed in igap. 
Have the discussions among the British, Japanese, and 
Americans ever sunk to that level during the present Dis- 
armament Conference wffiere the world looks on? It seems 
to me also significant that wffiereas the fifty-seven nations 
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couM agree in the League Covenant in two languages5 four 
Powers left alone could agree in the Four-Power Pact onlv 
in four languages. 

iv. The Three Who Are to Bhnne. 

No, the dernocracv of the London Conference is not to 
blame for its diniculties. Nor can it be said that the dicta- 
torial class of Great Powers was to blame. Japan, German v, 
Ital}', Puassia — all these Great Powers were in the back- 
ground at London to an impressive degree. Some of them 
who are very much to the fore in the Disarmament Con- 
ference were even meeker at London than some of the small 
powers. The London Conference brought out strikinglv 
the great strength and the present weakness of democracy. 
It showed how much the whole world revoh'es around its 
three great democracies. Great Britain, France, and the 
United States, and hov/ very badly they handle their mutual 
relations. The quarrels of this conference were simplv the 
quarrels of these three. The failures of this conference were 
always the failures of these three to understand each other, 
and to understand above all that whatever each might hope 
to gain by having his own way was nothing compared to 
what he could gain if all three pulled together. 

This is not to call the Conference a failure of democracy. 
'Fhat would be to show no sense of time and proportion. 
The strength of democracy lies in its powers of self-criticism, 
and the hope of democracy in international relations lies in 
the readiness of the democratic peoples freely to blame them- 
selves for their own mistakes. The chief blame at London 
I would apportion squarely to the United States, Great 
Britain, and France, and their almost incredible stupidity 
in dealing with each other. 
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Let me 2ivc you a few examples of what I mean bv 
iiicredibie stupidity. If two governments ever seemed 
designed to understand each other and work together, they 
were the American and French GotTrnments at London. 
For the hrst time since such things became important there 
was then, as there still is, a Government of the Left in 
power in both democracies. If you will remember that 
"Wilson had to deal with such nationalists as Ciemenceau 
and Poincare, and tliat whenever such leaders of the Left 
as Briand and Herriot gained power in France rhe\' had 
to deal with such isolationists and conservatives in the Lhiited 
States as Harding, Coolidge, and Hoover, you mav see the 
past decade in a new light. Indeed, this is the iirst time 
in that period that in the three great democracies two of 
them hat^e simultaneously had strongly in the saddle Govern- 
ments of the Left, for the Labour Government in England 
has always been a Minoritv Government. 

Not only do the present ch.iefs of the American and French 
Governments, President Roosevelt and Premier Daladier, 
share the same basic political philosophv of Liberalism, but 
three of the four main points of the Roosevelt price-raising 
programme hi. Daladier has long championed personally. 
France and America had the same fundamental policy at 
London on public works, shorter hours, and restriction of 
production. Whey disagreed only on the monetary ques- 
tion. But they never realized how much they had in 
common; their eyes were centred only on the one thing 
that divided them. The Conservative Government which 
rules in Britain disagreed with both the United States and 
Ih'ance on all four points — for even on the monetary ques- 
tion the British would side neither with the dollar nor the 
franc. Yet the two Governments of the Left from the 
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ivarsct to the end were on better terms each with the Goverri- 
ot the Right than they were with each other. 

Secondity consider the monetary question which caused 
i-uch bad blood between the French arid Americans. The 
French bv sticking to gold and keeping the rest of Europe 
on gold were doing the best possible service to the American 
price-raising programme. They were thus raising the price 
of labour in stable Europe by the degree of depreciation of 
the dollar — 20 to 3c per cent — wdierever Europeans entered 
into competition with American labour, and to the same 
degree they were increasing their own power to buy American 
goods. Had the French depreciated the franc they w^ould 
have lowered their w^age levels and their buying power and 
removed much of the advantage obtainable from rhe depre- 
ciation of the dollar. Yet many Americans were not only 
furious with the French and their gold bloc for not doing 
this, but they have not yet forgiven them. 

But, thirdly, look at the other side of the same question. 
The United States had depreciated the dollar for two months 
— or rather it had deliberately scared the financial world 
into depreciating the dollar for it. It had and still has 
carefully avoided any action that w^ould prevent it from 
restoring the dollar to par. This temporary depreciation 
has undoubtedly given it a 20 to 30-per cent advantage in 
the export market. But the United States has offset this 
advantage more or less completely by its tremendous volun- 
tary effort to shorten hours, raise wages, restrict output, and 
generally raise the cost of its production. No other country 
whose money has depreciated has ever done anything like 
this. Certainly France did not do it in her inflationary 
period. Nor has Great Britain done it. The pound has 
not only been depreciated for a much longer time and to a 
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greater degree than the dollar, but the British have done 
their utmost to avoid raisiiig the cost of their production 
and to extract the last drop of export advantage from depre- 
ciation. Moreo^'cr, this atfects the French, Dutch, Bel- 
gians, Swiss, and Italians much more than the dollars fall, 
for they compete much more with British manufacture 
than with American exports. Indeed, their American 
imports being chiefly raw materials they tend to profit from 
the dollar's depreciation. Yet it is the Americans who are 
the objects of the anger of the French. 

If these three examples (and I could cite others) do not 
show really remarkable stupidity — the kind that ought to 
be preserved in a case in a museum — then I do not know 
the meaning of the word. I mention them in no wiser- 
than-thou spirit. I confess that I myself went through the 
whole of the London Conference without being aware of 
the three situations I have just explained. These ideas did 
not begin to occur to me until I started home. 

IP^ho Was Most to Blame? 

It would seem evident, then, that there must be a good 
deal of improvement all around in human understanding 
even among such enlightened peoples as the British, the 
French, and the Americans if conferences are to work, at 
least without ridiculous confusion of purpose. But was 
anv one of these three governments especialiv to blame at 
London.? This sterile question is of no real interest to 
me, except that it is precisely the kind of question people 
like most to talk about, and talk about loosely, and so 
some careful talk about it may be useful. I'hough no 
one, as I said, w^as blamed openly at London, it was un- 
doubtedly the consensus of opinion among the delegations 
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and Press — including many members of the American 
delecTition and Press — that the United States Got'ernment 
was most to blame. I, too, shared this view at hrst, but 
I changed mv mind before the Conference ended. The 
more I have tried since then fairly to strike the balance, 
the more convinced I have become that the view that the 
present American Government was most to blame will not 
stand sober, impartial second thought. Previous American 
Governments, yes. Their policy of staying out of the 
League, for one thing, puts on them to my mind a heavy 
responsibility for every international conference that has 
since gone wrong. But the present administration, no. 

I have little patience with those who seek a reputation 
for impartiality bv being dishonestly more than iust to their 
enemies and less than just to their friends. In the interests, 
not of justice, bur of science and honest thinking, I will 
risk being misunderstood and say that in my considered 
judgement the British and Frenxh Governments were more 
to blame at London than was the Roosevelt administration, 
and that their delegations were much more to blame than 
the one headed by Secretary Hull. 

This fairly cries out loud for proof. Well, let us make 
the case fast and hard. I agree with many of the reasons 
you have alieady heard for fixing most of the blame at 
London on the United States Government, I might attach 
different weight to some of them, and I would reject some 
as unfounded. But to save time I will forgo the pleasure 
of distinguishing and dividing among the numerous faults 
of my own country. I will concede that ail your criticisms 
are well founded — for, after all, if I got started on this 
attractive subject I would probably end by giving you, for 
every criticism of yours I rejected, at least one new reason 



Econom/c Co/iference 2 1 7 

frcjm mv own observation for blaming the Americans. So 
it is granted that the Americans are all you think of them — 
and worse. Now, the other side. 

Many things go into my judgement, but the things that 
rip the scales against the British and French Governments 
are these: 'Fhe Roosevelt Government is new to power, 
new in a thorough wav. The Democrats have been our 
of office for twelve years. Thev lack experienced men; 
tl ley lack them most of all in the held of foreign relations. 
I realize how hard it is for Europeans to comprehend 
thoroughly all that twelve years out of power means to a 
party. In Europe, the turnover of parties is much swifter. 
But to be fair to the present administration one must always 
keep in mind that it came to London after three months 
in office and twelve years out of office. There is another 
thing one must always keep in mind, too. This inexpe- 
rienced administration was plunged into ohice at a time 
when et'ery bank in the land was closed, the whole credit 
fabric shattered, one- third of its workers unemployed, the 
people demoralized or desperate. The greatest economic 
unit in the world was in the throes of the most dangerous 
hnancial, economic, and social crisis it has faced, in mv 
judgement, since the Civil War. The fact that the world 
does not yet realize the danger it then ran in the United 
States is the most eloquent proof of the success of Roosevelt v 
courage, energy, and political sense. But his achievement 
has kept him busy. 

The British and the French Governments suffered no 
such handicaps as these. They did not lack experience in 
national government, in international relations, in con- 
ferences. Thev had not been subjected to the ordeal their 
American colleagues had. The\^ were not engaged in a 
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rerriiic struggle at home. Compared to Roosevelt they 
were si ttiiig on the sidelines. They had plenty of experience. 
I put it to voii ; did not the world have a right to expect 
a little more from the British and the French than from 
the Americans r More sweet reason, more patience, more 
human sympathy, more political understanding, more ener- 
getic and constructive planning and action in the international 
held, more evervthingr Did the world get it from them: 
I ask yoiL 

After all, is it a politically healthy thing for the world 
to look so much always to the United States for salvation r 
A much greater area, not counting the dominions, is ruled 
from London — and Paris rules almost as big an empire as 
London does. The United States, we all complain, had 
no concrete plan to offer at London. But where, I ask, 
was the concrete plan that France or Britain offered? Is 
it good sense to pass over their silent, negative attitude and 
concentrate on the loud confusion bursting on the American 
side r The Americans at least put forward some constructive 
proposals — and though they were disjointed and the dele- 
gation did not fight for them, some of them were important 
and genuinely liberal, such as the tariff suggestions Secretary 
Hull made just before the recess. 

The British Government was not only the most expe- 
rienced of the three. It had fixed the date of the conference 
to suit itself. It had the presidency. It was at home. If 
it vras the responsibility of any one Government at London 
to put a concrete programme before the conference and to 
push a constructive policy it was the responsibility of the 
British Government. Before the Conference began, the 
British Government took no initiative in preparing it by 
the talks the experts urged. After it had got the Conference 
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a-5bembied at London instead of Geneva — which was a very 
serious mistake and to the advantage onlv of the British 
Government — it took the attitude that this was a pure 
League conference for which it had no responsibiiitv. 

I do not think it is a wise thing to let even a Government 
which is not my own avoid its responsibilities with such 
impunity as the British Government has enjoved in this 
instance. 

vi. The Stahili%atlon Tlen-and-Egg, 

But, It is often said, there was no use for the British and 
F rench to present any plan until the dollar was hrst stabilized. 
I think that is nonsense, I would ask vou to recall first 
that just before the conference started the real trouble was 
to get the pound rather than the dollar to stabilize, and that 
the pound owes its reputation for virtue since then chiefly 
to the vices the dollar suddenly developed. K second thing 
is that there was plenty of time before the stabilization talks 
broke down for the British or French to have put forward 
a concrete recovery programme — conditioned, if you will, 
on stabilization* Had that been done, the result could have 
been much different. 

Instead, through French and British policy, the stabiiiza** 
rion issue at London assumed an importance all out of 
proportion with the realities and was wrecked because of 
this, their mistake. At bottom, it was the same kind of 
hcri-and-egg issue as has plagued the Disarmament Con- 
ference, Instead of which shall come first, disarmament 
or security- — ^the assurance of the territorial statue qm — 
at London it was really which shall come first, stabilization 
—the assurance of the monetary status quo— ox tariff reduc- 
tion and other economic disarmament and recovery measures. 
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The Americans said there was no sense in stabilizing until 
there was some tarilt reduction. The French and British 
^aid nothing at all could be done until the dollar had steadied. 
Both of course were right and both were wrong. The 
common-sense solution was to do both things together. 

The plain fact is that each was bringing all the pressure 
iie could to get the other man to help him get his bird in 
hand, while leaving the other fellow’s bird in the bush. It 
is a classic method; it shows how crude international politics 
still are. The execution was unusuallv raw at London 
because it was in the hands either of inexperienced men or 
rinance ministers — and what I said about financial experts 
applies in only less degree to them. 

I maintain the British and French Governments which 
were experienced, which had been through all this nonsense 
before in the Disarmiament Conference, are more to blame 
than the Americans for not proposing at the outset at London 
a plan for synchronized monetary, financial, and economic 
recovery action. Even when the Americans engaged in 
stabilization talks with them, they refused to make any 
equivalent advance toward Secretary Hull on the tariff side. 
Secretary Hull at least conceded in his closing speech that 
while there could be no stabilization unless there was economic 
disarmament, there could be no such disarmament unless 
there was stabilization. But all I heard from the British 
and F rench to the very end w^as the same old negative refrain 
— nothing can be done until the dollar is steadied, I listened 
very carefully and never did I hear them take the positive 
attitude — we w-ill do this and that if you will stabilize. 

Even so, the French and British might have won their 
stabilization point if they had shown a little of the political 
sense they should have gained from their long experience. 
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I'heir tactics at London were simply to get the dollar steadied 
bv centring Press and public attention on stabilization and 
forcing the American hand by making the whole conference 
depend upon their giving in. This is another old trick, 
and a very crude one, and one that is always dangerous. 
And it was obviously extremeiv dangerous when tried on 
the most volatile and speculative of questions — ^the fate of 
a big currency, and cn a new government in the midst c>i 
a crisis. 

Now, the thing the French and Britisli realh feared was 
unlimited, wild American inflation. It was plain that the 
indationary movement came from Congress. President 
Roosevelt had not only been standing against it but oniv 
his great political ability had prevented Congress from 
devaluating the dollar and embarking outright on inflation 
— neither of which has yet been done. It must not be 
forgotten that when the London Conference began Con- 
gress was still in session, and that a great many Congressmen 
were afraid the President waiuki not use the indationarv 
powers he had got them to entrust to him. Congress was 
delaying its adjournment, and the National Industrial 
Recovery Act, to which the President attached much more 
importance than to monetary matters, had not onlv not been 
adopted but was still in danger. Yet it was in these cir- 
cumstances that the F rench and the British beat the tom-tom 
for stabilization. Worse, they were so anxious for it that 
they no sooner got tentative agreement from the American 
experts than they heakeeP and the good tidings spread through 
the Press as if it were definite — before it had even reached 
President Roosevelt. They not only did not wait for Con- 
gress to adjourn but they gave the President no chance to 
prepare Congress or the market. The result was that prices 



222 


The World Monetary and 

fell sharply in Wall Street, Congress was alarmed, and the 
President rejected the stabilization proposal. I do not recall 
ever having seen an international political hand played quite 
so badly as the French and British played their stabilization 
hand at London. 

vii. Hid I Makes Unaiiimity, 

In the second or Molev phase of this stabilization question 
they did no better. I have time, however, to bring out 
only one point in connection with it. This phase cul- 
minated, as you know, in the President’s irritated blast of 
3 July. That message was a profound mistake. It was 
disquieting to his friends even with allowance made for the 
man being new to oliice. But what was far more dis- 
quieting was the reaction of the experienced statesmen of 
Britain and France and most of the rest of Europe. The 
only thing these men could suggest to do in these grave 
circumstances was to adjourn the conference and let every- 
one go home in a temper. 

Now this, of course, would have had the advantage of 
concealing the responsibility of everyone else for the failure 
of the conference — it would have tied the bell securely to 
President Roosevelt. But consider the disadvantages even 
to the British and French. President Roosevelt is going 
to be in office for four years. Would it do anv good to 
poison in this way his relations with the rest of the world 
at the outset? Would it not reallv mean the vicarious 
poisoning of relations between the American people and 
other peoples? Would that make it easier for the British 
and French and others to steady the dollar or otherwise 
reach recovery at home? Was it not the role of the 
experienced men sitting on the sidelines to nurse President 
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RoObCv'Cit— It only in their own interest — trirnut:i' a mis- 
take ne had made at least parth’’ irom inexperience and 
partly as a result of their own errors in the stabilization 
, question r 

ell, atter the 3 July message tiie whole G')nference, 
including nearly every one in the American delcgarioiq 
seemed in ravoiir ot adjourning. I never saw such a 
defeatist spirit. In all these statesmen there was one man 
— but as Andrew Jackson lias said, (.me man with courage 
maRes a majont}'. Fie was Cordell Hull. If there was 
any man tnere wiio was personalh* entitled to sit back and 
gloat at the troueie hresident .Rovrsevelt had uot it was 
Cordell Hull 1 lie President had not treated his chief 
Cabinet officer with the respect due him. He had treated 
him badljq and not least badly in the events leading to this 
debacle. Moreover^ Secretary Hull had hiad ni^ hand in 
this debacle. It was not due to his mistakes. H'lie stabiliza- 
tion negotiations had been kept out of his hands — thus greatly 
weakening his position at London. 

But Secretary Hull is not the man to let his personal 
grievances rule his political j udgements. He liad the political 
sense to see what abrupt aaijournment in such circumstances 
would mean. He has the internationalist ideal deeply at 
lieart, and he saw that not onlv Roosevelt, bur Ramsav 
MacDonald, Neville Chamberlain, Georges Bonnet, Dr. 
Coiijn, and others must be saved from their own blunder^. 
Secretary Hull went to the meeting of the Bureau that was 
to decide the issue of adjournment— one man against all the 
others. And he succeeded in making not a maiorirv but 
unanimity in flivour of continuing the Conference. Many 
agreed with him half-heartedly then — but before the Con- 
ference gentl}^ went into recess three weeks later everyone 
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wa> saving with vrithusiasm how wise they had all beeixy 
not to disperse in a temper. 

Such are brieHv some of mv reasons for refusing to put 
the maior blame on the United States. It I had more time 
I wr)ifid like to sav it another wa\' and explain whv, from 
the international viewpointj I think the Roosevelt Govern- 
ment gives more reason for hope than any other. But 
meanwhile I do not want vou to get mv views out of propor- 
tion simply because I have talked miore of the sins of the 
British and French than those of the United States. 
Remember I did that only to save time and that I conceded 
that the United States had a heavv share in the responsibiiitv. 
And remember I am trying to find fault in a fact-finding 
spirit^ not in one of recrimination. 

There is Snail v one thing I would blame abo\'e all and 
for which I would blame nearly everyone at London. And 
that is their spirit of defeatism. It infests every conference. 
It infests delegates, experts, secretariat, Press — and they alP 
spread it to the public. I never saw a worse case of this 
defeatism than at London, especially after the 3 July message. 
Professor Manley Hudson — who was in London then— 
was one of the few in favour of going on with the Con- 
ference. He may remember a conversation w^e had in 
ClaridgeL on this miserable willingness to despair and quit 
at the first real obstacle. 

Who has not heard ‘England expects every man to do 
his duty"? Who does not know enough French to under- 
stand ‘Ils ne passeront pas’ ? What people represented here 
to-day does not have some such saying as our American 
‘We have not yet begun to fight’? 

In that spirit we have fought in the past — fought each 
other. W e have a long, long heritage, each of us, of cour 
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"-.^aacitv — when the enemv is a neighbour. (Jur ueie- 
gations were sent to London not to tight eacli other but 
to tight a common enemy. And one would have tnough: 
that thev believed the world did not expect each man to dr? 
his duty there against the depression. 1,'hat enemy tney 
were readv to let pass with no challenge. i liey liah not 
vet begun to quit as soon as thev came rogerneig but titey 
were already faint-hearted. 

When men require their leaders to nght their c<;.unmon 
foes with the courage with which tor ages men have tougnt 
each other, conterences, even on monetary and ccomumc 
questions, whil succeed. 
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PUBLIC WORKS AND THE WORLD CRISIS: 
THE FRONTAL ATTACK ON INDUSTRIAL 
DEPRESSION AND UNEMPLOYMENT 

by 

P. W. MARTIN 

Mc^vber of ihe Research Di^ahion of the Inter natmial Labour Ofice. 

i. The Evolution of the Idea of Public IV or ks as a Afeans of 
Dealing zvith Industrial Depression. 

I N the course of the last hundred years, the conception 
of public works as a means of dealing with industrial 
depression has passed through three distinct stages. From 
the worst type of palliative it developed into a possible 
measure for employing the labour force of a country to 
better purpose; and from that to a measure of major econo- 
mic readjustment. It is of the utmost importance to dif- 
ferentiate between these three evolutionary forms, since 
a great deal of controversy, political and scientific, arises 
out of the fact that the controversialists are in effect using 
the same term to mean widely different types of action. 
Originally public works were essentially adjuncts of the 
Poor Law, F rom time to time during the nineteenth cen- 
tury such works were put on foot in periods of unwonted 
distress and unemployment, being regarded as relief measures 
pure and simple. The Ateliers tiatmiaux in Paris, in 1848, 
provide the classical example of this conception of public 
works, the sole purpose being to make employment, useful 
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or otlierwise, as a, convenient meai^s of keeping men occunied 
and of distributing relief. 

1 . owards the beginning of the tweiiiieth ccnzuri\ a iwiv 
ceMceprio]! gradually took shape, being iinaHv set out in 
positive a’ld detailed f,)rm in the Report of tlic British Ror;d 
ConmiiSsiiui <ni the Poor Laiw in IC|CQ. This new con- 
ception v\'as riuit rile regular ^^'orks done bv governments 
should as rar as possible be concentrated in peidsids of depo. 
Sion. Normalltg in times of business activitv, with recei'cn 
from taxation relativeh^ high^ governments tend to enlarge 
their public works programmes, tlierebv doing these vcorks 
when costs are st^wllen and, furthermore, competing with 
private enterprises for the available labour. When budncS:> 
activit}’ falls off, on the other hand, governments, seeing 
their tax receipts diminish, tend to reduce their public work 
programmes, thereby throwing men out of emplovmem and 
accentuating the depression. The suggestion explicith' pur 
forward in the Report of the Rovai Commission of 1909 
was that this process should be reversed. When priviite 
enterprise was affording adequate emplovmenr, public works 
should be kept down to a minimum. When, on the other 
hand, private enterprise was ffdling to afford adequate em- 
ployment, the public works thus postponed should be pur 
on f()ot. This dong-range planning of public works', 
it has been called, eipoyed a considerable vogue among tile 
more clear-sighted of practical reTrmers. It is interesting 
to note that one of the recommendations adopted at tlie first 
meeting of the International Labour Conference at W ash- 
ington, in 1919, was to the following effect: 

The General Conference recommends that each bieinbex of 
the International Labour Organization co-ordinate the execation 
of all work undertaken under public authority, with a view to 
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reserving such work as far as practicable for periods of unem- 
ployment and for districts most alFected by it.’ 

In point of fact, however, this long-range planning of 
public works never amounted to very much in practice. 
There were a number of reasons for this. For one thing, 
the political pressure to set a scheme in operation as soon 
as the money becomes available is always very great. Again, 
go\'ernments for the most part have not as yet provided for 
the central co-ordination of their public works programmes, 
and without such co-ordination long range planning is 
difficult, in some cases impossible. Furthermore, the details 
of the long-range planning process w^ere not very fully 
worked out. In particular, it was not by any means clear 
how funds were to be carried over from the prosperous years 
for utilization in the years of depression. It is on this 
iinanciai side of public works that further evolution has 
recently taken place. 

During the last six or seven years, and during the last 
three years in particular, the conception of public works 
as a means of delivering a frontal attack upon industrial 
depression has come to the fore. It has become increasingly 
recognized that periods of industrial depression are due 
essentially to effective demand failing to keep pace with 
industry’s ability to produce. To put the same basic fact 
in other words, the falling off in business activity and con- 
sequent unemployment from which the wmrld intermittently 
suffers is due fundamentally to the volume of buying of 
goods in general not being sufficient to enable industry to 
dispose of these goods in sufficient volume and at sufficiently 
remunerative prices. Why this failure of effective demand 
should come about is still a matter of dispute among econo- 
mists 5 but there is little question that the essential charac- 
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teristic of industrial depression in the modern worid is a 
dchciency in the total volume of buying. 

The importance of public works in this connectio!! 

, that^ in combination v,'ith an appropriate monetarv poHcw 
they present a direct means of increasing effective dema’id. 
According to the modern view of the use to which public 
works should be put, governments at the frst sicn of 
depression should borrow from the public and 'or the banks, 
tor the purpose of linandng public works. The Cciural 
bank and the banking system generallv should at the ^ame 
time use all possible measures to facilitate sucli iinancing, 
keeping their discount rate as low as possible and purtinu 
more money into circulation bv buving securities in the 
open market. In this way tunds which would otherwise 
remain latent can be mobilized for the purpose of restoring 
effective demand. Such funds would be used in part bv 
the public works contractors to buy capital equipment, 
materials, and producers’ goods generallv, while in part then 
would go to the men employed upon the works in question, 
who would use them to buy consumers’ goods. 'Fhere 
would thus be a direct increase in the effective demand both 
for producers’ goods and for consumers’ goods. Further- 
more, this Increase in effective demand is a net or nhsolute 
increase, since the roads, buildings, waterwavs, etc., so con- 
structed are not for the most part put upon the iiuyket for 
sale. The absolute increase in buving thus brought about 
is therefore available to reduce the huge commodity stocks 
which pile up in time of depression and to provide the 
additional demand necesstiry to bring idle men and idle 
equipment back into active operation. Aloreover, the funds 
thus injected into circulation are not, so to speak, used once 
and then extinguished. On the contrarv, tliey continue to 
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exercise a beneiicent eftect^ being used alternately to buy 
goods and to furnish the wherewithal to pay men to produce 
more goods, time and time again. The essential feature 
of this modern conception of public works is, therefore, 
rliat it presents a means of reinforcing effective demand when 
a dehciencv of effective demiand threatens to cast industry 
into depression. Or, more exactly, it provides one of the 
necessary instruments for adjusting effective demand and 
thereby equating it as far as possible to industry’s capacity 
to produce. 

The three successive stages in the evolution of the con- 
ception of public works as a weapon against depression are, 
accordingly, (i) the palliative stage — public works as a means 
of distributing relief; (2) the organization of employment 
stage — public works as a means of affording employment 
in time of depression; (3) the frontal attack upon industrial 
depression — public v/orks as a means of reinforcing effective 
demand and so sustaining industrial activity. It is with this 
third aspect of a public works programme that the present 
paper is primarily concerned. 

ii. The Objections to Picblic Works as a Means of Dealing 
zvith Industrial Depression. 

In common with every other advance in economic and 
financial technique, the use of public works has been and 
still is strongly opposed. The objections raised against them 
fall under four main heads: (i) that they are ineffective; 
(2) that they cannot be afforded; (3} that suitable works are 
not available; (4) that they lead to ‘infiationh 

The argument that public works are ineffective comes 
chiefly from Great Britain. Having put on foot a con- 
siderable volume of public works during the periods 192 1-5 
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arid 1028—31, and vet suftered from what wa' rhicr. co:i- 
sidered heavy unempioyment, it is frequciitlv aiieqcd that 

public works have 'railed'. With this argument it is 
sible to agree completclv and to add to it tira: oublic wr)rks 
earned out under the conditions of the Brld-h expcrintciit 
always will Wir. For. in the hrst place, these works were 
pur on toot at a time when the nionetarv pidiev f 3hr)wec was 
the very reverse of that required, there being over the greater 
part of the time a steady reduction in the means of pavnient 
instead of the considerable increase necessarv to secure a 
reinrorceiiient of efteciive demand. In the second place 
the value or the i, sterling was being raiseu to and >ub' 
sequently stabilized at a competitivelv impossible level, so 
that even if demand had kept up on the home market the 
foreign market would necessarilv have fallen awav. In the 
third place;, these public works measures, supposing they had 
been appropriately financed and supposing the level at which 
the sterling was stabilized had been reasonable, were not 
likely to be of any great avail inasmuch as thev were cun- 
hned to one nation only. No coniparable movement wws 
going on in other countries, so that althougii eitective 
demand might thereby have been kept up at home, tlierc 
was again no reason why external demand should be sus- 
tained. In short, the British experiment was an experiment 
in relief work redolent of the iSbo's, carried out on a pureh’ 
national basis witliout any understanding of the all-important 
monetary measures invoh'ed. There are unquestionably 
lessons to be learned from it; but that public works have 
'failed’ is not one of them. 

Tlie second argument — that public works cannot be 
afforded— is more serious, at least in some countries. A 
number of governments are undoubtedly ifi tlie p(.)siru>n 
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that they cannot raise a loan, either at home or abroad, 
vrhile arnc steps to increase the volume of currency and credit 
in circulation hv monetary or banking measures would be 
liable to let loose a panic. In these countries the question 
where to find the necessary funds is a genuine difficulty. 
In the great creditor countries, on the other hand, and in 
a number of the more influential debtor countries also, this 
problem is far less serious. In certain of them, notablv 
Great Britain, there v/ould be nothing easier at the present 
time than to raise a loan for public works purposes. In 
others, France and Belgium, for instance, some difficulty 
would be encountered; but there is little question that, given 
suitable international conditions, the government, in co- 
operation with the central bank, could find w'ays to turn 
this obstacle. 

Driven from the argument that the funds cannot be 
found, the opponents of public works fall back on the plea 
that, although the money could be raised, the country 
nevertheless ‘cannot afford it’. There is considerable mental 
confusion behind such an argument. What a country 
definitely cannot afford for any protracted period is to have 
a quarter to a third of its available labour power unemployed ; 
and it is precisely this factor that the ‘cannot afford it’ school 
choose to ignore. What they really have in mind is, of 
course, the fear that additional public works mean addi- 
tional taxation. So long as public works are treated merely 
as a form of relief, and not keyed in with an appropriate 
monetary policy, such a fear is justified. But provided 
public works are used as a means of sustaining effective 
demand, this fear is baseless. What increases taxation more 
effectively than anything else is business depression, for, 
in order to obtain the re\^enue necessary to cover its expenses. 
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the government nnds itself compelled to increase the rate 
of taxation so as to make the diminished national dividend 
furnish a sufHcient total return. Paradoxical though it mar 
seem^ expenditure on public works used to sustaiii eifcctive 
demand is likelv to diminish taxation rather thart to increase it., 
since the prosperity thus brought about can be made to vieid 
a larger total return in revenue with a lower rate of taxation. 

The next objectioru that there are no suitable public worT 
available, is likewise based upon a misunderstanding. l’h<oe 
who argue along these lines are seeking works which will 
give some sort of moiiev return or at least increase the 
ability to produce in some wav. In putting f-uward such 
an argument they show a complete failure grasp the <jut- 
standing economic fact of m(.)dern times, which is that when 
man harnessed power to inachinerv he totaliv changed the 
whole basis of economic sodetv. Until then life was neces- 
sarily a struggle to wring a subsistence from the earth. 
Under modern conditions the essential task of societv is to 
use its enormouslv increased capacitv to produce to the best 
social advantage. The public 'works that should be done 
in countries which have escaped from a ‘hare subsistence* 
economy are not onlt^ works of equipment and utility — roads, 
waterw'ays, electriheation projects, and so forth— but also 
wmrks which will increase the amenities of life — better 
housing, community centres, parks, swimming pools — -any- 
thing and everything up to the limit of the capacitt' to 
produce that will add to the health aiid happiness as well 
as to the material wealth of the communitv. In effect, 
what is actually made as a result of the public works is in 
the nature of a b}^-product, as it were. The main product 
is the maintenance of effective demand and the consequent 
high level of industrial activity. 

% 
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The final chief argument against a public works policy 
designed to sustain effective demand is that it means dm 
fiationk Understanding by ‘inflation’ an undesirable and 
excessive rise in the general level of prices^ this argument 
contains an important element of truth. There can be no 
question that a process of reinforcing effective demand, 
whether by public wmrks or any other method, can be carried 
too far. Public works as a means of dealing wdth industrial 
depression is no self-adjusting panacea. But w-hereas this 
method of sustaining business activity is undoubtedly sus- 
ceptible of abuse, the fact remains that, used with reasonable 
discretion, it can be made to do wTat is required at a time 
when all other action is vain, viz. keep up the volume of 
buying when business is setting tow^ards a decline. 

iii. The Difficulties to he Encountered in Using Public Works 
to Sustam Effective Demand. 

Having considered the chief arguments against public 
works as a means of dealing wnth industrial depression, it 
is necessary to examine some of the very real technical and 
political difficulties that stand in the way of such a method. 
To do this we need to have clearly in mind the real nature 
of the problem to be solved. 

In very general terms the problem is this. From time 
to time, due to a great variety of circumstances, the total 
volume of effective demand fails to equate itself to the 
volume of goods industry as a whole is equipped to produce. 
On occasion the volume of effectit^e demand is excessive, 
in wffiich case prices are forced up, industry is unnaturally 
stimulated, and a general condition of febrility is introduced 
into the whole economic and social situation. On other 
occasions the volume of effective demand is deficient, in 
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whicfi case iiidustrv enters into a period of depressiora irieo 
and women are thrown our of work, production is rcduceCk 
and the standard of living of the whole comnmnitv declifca 
below the standard which could and should be attained. 

hat II IS desired to do is to adiust the \"oku'ne of eifectivi' 
demand so as to keep it adequate, but not excessive. d"hc 
general method proposed is, in rhe (.went of undue business 
activitt, to take measures to reduce tr.e volume ri't effecri\'e 
demand by such government and ’or banking actir)n as nia\'- 
be judged appropriate — a course of acritui with which 
governments and central banks are aireadv fiimiliar; in the 
event of threatened depression, on the other iuind, to ine 
public works measures with the obiect of bringing idle r?r 
new purchasing power on to the buving side ot the market 
and so reinforcing the total volume of eitective demand. 

iSmw obtdously a public worms programme does not lend 
itself altogether to such a device. It has its great use since, 
as already seen, it enables new or otherwise idle purchasing 
power to be brought into active use for the purchase of 
producers’ and consumers' goods. Bur it has two verv 
considerable technical disadvantages. 

The iirst is that it is not possible to put on foot a large 
public works programme very rapidi}', and then, when iIk\ 
necessary effect has been obtained, to discontinue such works. 
This at first sight appears an insurmountable obstacle. In 
point of fact it is not so serious as it might appear. The 
public wmrks side of this method of adjusting eiicctive demand 
is one side only. The other side is the monetarv poliev 
accompanying it; and this policy, unlike the public wxDfks 
programme, can be modified relatively rapid! v. 

In effect, the type of action required would be along the>e 
genera] lines. The government, in addition to its normai 
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public works programme which necessarily goes forward 
in time of prosperity and time of depression alike^ would 
have on hand, in the most advanced state of preparation 
possible, a large emergency programme of works of all 
types. During a period of declining trade, this emergency 
programme would be put on foot to such extent as the nature 
of the depression appeared to warrant. This programme 
would be financed by loans from the banking system or from 
the public or from both — again as the occasion appeared 
to warrant — the object in view always being to reinforce 
the volume of effective demand. As and when effective 
demand was restored, no further emergency works would 
be put on foot, and those still continuing would be financed 
out of revenue. With prosperity re-established, not only 
would the normal programme of public works be financed 
out of revenue, but revenue would be used to amortize the 
loans previously contracted. In the event of the volume 
of effective demand proving excessive, this process of amor- 
tization would be accelerated while the banking system 
would, if necessary, take measures to restrict the volume 
of credit and currency in circulation. 

There is reason to believe that such a line of procedure, 
,once well established, would prove sufficiently supple to 
permit of a regular adjustment of effective demand. It is 
necessary to remember that the general knowledge that such 
methods were being used would tend to have a far more 
immediate stabilizing effect than the methods themselves. 
The knowledge that in the event of incipient depression 
the government had this large emergency programme of 
works in readiness would tend to promote an immediate 
movement towards recovery. Conversely, the knowledge 
that the government and the banking system had both the 
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ability and the will to arrest any runaway boom would 
likewise tend at once to exercise a stabilizing effect. 

So much for the first main technical difficulty. The 
second is tnat public works as usually understood directly 
affect only a comparatively few trades— chiefiy those con- 
cerned with construction — and it is argued that large expan- 
sion of public works would merely mean first a boom and 
afterwards a depression in these trades. Such a view is 
exaggerated^ inasmuch as the true utility of public works, 
appropriately financed, is that they spread the benefit of 
increased effective demand over a very large area and their 
influence is not by any means confined to the constructive 
and allied trades. At the same time this objection does 
contain a large element of truth in the sense that a more 
balanced process of recovery would be brought about if the 
public works selected were chosen with a view to covering 
as many different trades as possible. In fact, instead of as 
at present preferring those types of works which give as 
much direct employment as possible, the choice would go 
rather to those works tending to restore activity (by increased 
buying of material, etc.) in as many different trades and 
industries as possible. In this respect the whole concept 
of a public works programme requires to be revised in the, 
light of the new use of public works as a stabilizing factor. 

Alongside these two technical difficulties, there are two 
political difficulties. How serious these may prove it is 
impossible to estimate, the elements involved — human 
character, intelligence, and ability to co-operate — being 
essentially imponderable. The first of these political diffi- 
culties is that the adjustment of effective demand calls for 
considerable skill, courage, and honesty of administration 
on the part of the men engaged in the task. The second 
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difficulty is that for the adjustment of effective demand to 
be reasonably complete — for effective demand to be sustained 
on the world market as well as on the home market — some 
measure of international co-operation is required. It is 
these two difficulties that are really crucial. Once the 
nations set about the task of adjusting effective demand as 
an essential part of good economic government there is little 
question that the technical difficulties can be in large part 
overcome. But the human side of the question — skill, 
courage, and honesty of administration nationally, some 
degree of co-operation internationally — is the doubtful 
element. 

It is the prospect in these two fields which chiefly calls 
for examination, 

iv. The Attitude tozvards Public Works m the Furious 
Countries. 

To what extent the various countries can be relied upon 
to use public works, coupled with appropriate monetary 
measures, to sustain effective demand is an exceedingly 
delicate question. Notoriously, the political and financial 
organization of some countries is less developed than others ; 
and such measures as are here under consideration are not 
for countries politically and financially immature. There 
would seem good reason to suppose, however, that in the 
more advanced countries action along these lines would not 
be out of the range of possibility, provided always that the 
general mechanism and purpose of this use of public works 
was well understood, not only by those applying such 
measures but also by public men and informed opinion 
generally in the countries in question. 

On the other hand, it would be illusory to imagine that 
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such a condition of understanding has yet been reached. 
With a few exceptions^ the present attitude towards public 
works in the various countries is very much what might 
be imagined in a transitional period such as the present. 
It is one of divided counsels, considerable misunderstanding 
— sometimes genuine and sometimes assumed — and a good 
deal of disingenuous evasiveness both of word and of deed. 
In the United States and Sweden, it is true, public works, 
appropriately financed, are being put on foot with the 
express object of reinforcing effective demand and bringing 
about some measure of price recovery. But these countries 
are exceptional. Great Britain, while anxious to raise 
prices, is uncertain in its opinion and equivocal in its various 
statements on the question of public works. The countries 
on some form of gold standard — notably France and Italy — 
both advocate and have recourse to public works; but for 
political purposes refuse to admit that they may be instru^ 
mental in raising or keeping up prices. Certain of these 
countries, moreover, are careful to emphasize that their 
method of financing these works is rigidly orthodox, when 
in point of fact the method actually used in a number of 
cases is what in other countries wmuld be called exceedingiv 
unorthodox and even dangerous’. 

For the rest, few, if any, countries have the means of 
co-ordinating their public works programmes. Normally, 
these works are in the hands of half a dozen or more public 
departments, to say nothing of the very important works 
done by local authorities. In those countries wTere public 
works are being put on foot as a means of counteracting 
business depression and unemployment, great attention is 
usually given to the altogether subsidiary question of how 
much labour will be directly employed thereby. In a 
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number of countries also, where great political merit is 
claimed for initiating public works projects of imposing 
magnitude, the fact is carefully concealed that public works 
of the usual type have so declined that the net result is a 
reduction rather than an increase in the total volume during 
depression. 

Altogether, the public works field is not one in which 
the statesmanship of the world has so far shown to advan- 
tage, On the other hand, it does not necessarily follow 
that the statesmanship of the world is wholly to blame. The 
modern view of the use of public works as a means of sus- 
taining effective demand has only recently been set out in 
a form which public opinion is likely to grasp and under- 
stand; and statesmen, even if they could, seldom dare to 
move much in front of public opinion. What is needed, 
above all, is a widespread appreciation of the central fact 
of modern economic life and its relationship to a public works 
programme. This fact is that effective demand for goods 
in general is not automatically self-sustaining and that positive 
m.easures are necessary in order to secure that it shall be 
kept adequate. ''Whether public works are employed as the 
means of doing this is relatively immaterial. What Is essen- 
.tial is that the problem itself should be recognized and 
conscious, if tentative, measures taken to deal with it. 

V. The International Co-ordination of Public Works, 

The question of the international co-ordination of public 
works is likewise in a transitional stage. The International 
Labour Conference, in a resolution adopted at its recent 
session (June 1933} addressed to the World Monetary and 
Economic Conference, laid down a general outline of the 
form this co-ordination should take. Special interest attaches 
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to this proposal not only because of its intrinsic merits but 
also since it obtained a unanimous vote of the Conference 
This fact, indicating as it does that representatives of em- 
ployers and workers in the various countries as well as 
representatives of the governments are in favour of measures 
along these general lines, is not without significance. 

The clauses of the resolution dealing with public works 
read as follows. Included among the measures especially 
necessary to promote business recovery are : 

(5) f'he restoration to circulation of the capital now Ivin^ 
idle by ail appropriate means and notably by the adoption of 
a public works policy, including the following lines of action: 

{a) to set on foot immediately large scale public w^orks, 
giving an assured economic yield, particularly in those coun- 
tries where funds are at present remaining unused ; 

{B) to secure collaboration between creditor countries and 
countries lacking capital, many of w^hom are debtors, in order 
to undertake in these latter countries large works likely to 
augment the national income and thereby to increase their 
capacity to meet external debts ; 

{c) to co-ordinate these measures on an international basis 
so as to avoid the possibility, which might arise if individual 
action v/ere taken, of a disequilibrium in the balance of pay- 
ments of the various countries, detrimental to international 
monetary stability. 

There are three main points in this proposal which call 
for special notice. First and foremost, it lays down that 
public works should be put on foot, above all, in the great 
creditor countries. It is in these countries that recovery 
must be initiated. In the second place, some measure of 
international agreement permitting of the financing of public 
works in debtor countries (who would otherwise be unable 
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to hnd the iiecessaryfunds) constitutes an important element 
in world recovery and in the maintenance of effective demand 
in the world as a whole. It is important to note, however, 
that such internationally financed public works are only 
valuable as part of a world programme. Put on foot by 
themselves, without similar and larger scale action in the 
creditor countries, they would be liable to lead to further 
disequilibrium, since they would make for an adverse balance 
of payments in the debtor countries. Finally, some measure 
of international co-ordination of the public works programmes 
in the different countries is called for, so as to obviate the 
monetary and commercial difficulties likely to arise if some 
countries were taking rapid and pronounced action while 
others held back. 

To give this proposal effect, international machinery is 
required. What form this machinery would assume is a 
matter for discussion ; but some attempt to foresee the general 
lines along which it might be shaped is not without a certain 
interest. The creation of an International Public Works 
Commission, to which the various countries would under- 
take to notify their public works programmes and the manner 
in which these programmes were financed, would be a useful 
beginning. Such a Commission would perform a number 
of valuable if unobtrusive functions. For one thing, the 
fact of having to notify their programmes would tend to 
make the countries ‘public works conscious’ and thereby 
help to bring about a larger measure of national co-ordina- 
tion than exists at present. This obligation would likewise 
tend to make the countries much more hesitant in reducing 
their public works programmes in times of depression, as 
certain of them are still prone to do. Furthermore, it 
would focus attention to some extent upon the vital question 
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of the manner in which the public works programmes were 
being financed. At the same time, by enabling each country 
to know what other countries were doing in the public works 
field it would remove one of the chief difficulties of countries 
who at present hesitate to launch out on a comprehensive 
programme for fear of its effect upon their balance of 
payments. 

A Commission of this type, moreover, would be in a 
position to take on additional duties as and when its experience 
and prestige developed. Among other things, it could give 
expert judgement upon public works schemes submitted by 
debtor countries seeking financial assistance abroad. More 
important still, it would be well situated to judge when, from 
a world aspect, public works programmes should be ac- 
celerated or retarded, as the case might be, and bring con- 
siderable moral pressure to bear upon the various countries 
to do their part in maintaining a world economic balance. 
It does not necessarily follow, of course, that the international 
co-ordination of public works will actually proceed along 
these lines. But whatever the methods adopted, the prob- 
lems that have to be solved are clear and unmistakable. 
Unless there is some degree of co-ordination, disequilibrium 
in the balance of payments is an ever-present danger, v/hich 
means in practice that countries will be timorous in their 
action. And again, unless parallel measures are taken in 
a number of countries, although demand may be sustained 
upon the home market, the world market will still be liable 
to collapse. 

One of the final decisions of the World Monetary and 
Economic Conference was that the Bureau of that Con- 
ference should set up a Committee on Public Works, and 
the creation of machinery for international co-ordination 
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along some such lines as these would presumably be one of 
the chief subjects for examination by this committee. 

vi. Conclusion, 

In this very cursory attempt to cover the more important 
aspects of the use of public works for sustaining effective 
demand much has necessarily been glossed over and much 
omitted. To attempt to remedy this in the conclusion must 
inevitably prove vain; but by emphasizing once more the 
essential object in view something may perhaps be done to 
remove such misapprehensions as may possibly have arisen. 
A fundamental condition of good working of the financial- 
economic system is that the volume of effective demand for 
goods in general shall be sufficient to keep industry reason- 
ably fully employed. This means that when the volume 
of buying tends to outrun industry’s capacity to produce it 
should be restrained; when, on the other hand, it tends to 
fall short, it should be reinforced. If action of this type was 
necessary in the past, when the price and cost mechanism 
of adjustment was still working relatively freely, it is doubly 
necessary now. 

Public works represent a rather important cog in the 
machinery required to perform this essential function of 
equating demand to capacity to produce. It is no more 
than a cog, the monetary policy followed being of much 
greater significance than the public works programme. 
Furthermore, as a cog, it is not perhaps altogether irre- 
placeable, there being other possible means available of 
bringing about much the same effect. Nevertheless, 
some method of making monetary action effective upon 
the buying side of the market is required; and on the 
whole public works would appear to have more claim for 
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consideration than most other methods as a means of 
doing this. 

It may perhaps be as well, also, to reiterate that measures 
along these lines, even if completely successful, constitute 
no economic panacea. They represent a part, and an 
important part, but no more than a part of a much larger 
whole, to which the term ‘economic planning’ is now gener- 
ally applied. They require to be supplemented by many 
other forms of action, notably by the greater integration of 
the various trades and industries (including agriculture) and 
of industry as a whole; by the co-ordination of production 
and marketing; and by the development of principles and 
methods of wage determination. This does not mean to 
say that the adjustment of effective demand must necessarily 
wait until the whole of such a programme has been realized. 
But the fact remains that it is essentially only part of this 
programme, although perhaps the most vital part. 

The prospect of far-reaching changes thus opened up 
exhilarates or dismays according to the temperament of the 
beholder. It would be a rash man who would venture to 
prophesy what the eventual outcome of such ‘economic 
planning’ will be. This much is certain, however: that 
mere argument can lead to no positive conclusion. For- 
tunately or unfortunately, according to the point of view, 
we live in a time when certain of these measures are being 
tested, notably in the United States. In the course of the 
next twelve months we may learn more from these experi- 
ments than from a whole century of theorizing. 
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I F you ask an American a question about conditions in 
the United States, the chances are that he will commence 
with an apology to the effect that he sailed for Europe so and 
so many weeks ago, and is therefore not altogether an courant. 
This, I think, is the best illustration of the rapidity with 
which the aspect of the United States has been changing. 
Perhaps, it is this speed of progression which is most respon- 
sible for the misconceptions and misgivings which the hiew 
deal’ has created beyond the borders of the United States. 
A similar responsibility must be assigned to the apparent 
absence of any preconceived detailed plan on the part of the 
Administration. We expect revolutions to be proclaimed 
through high-sounding manifestoes. The new American 
Revolution has proceeded thus far in a uniquely pragmatic 
and opportunistic fashion. To use an analogy which Presi- 
dent Roosevelt has himself employed, the President has 
been in the position of a football quarterback who knows 
that he must bring the ball to the goal line, but cannot call 
the next play until he has diagnosed the situation presented 
by his opponents’ positions. 

Now we have reached the point where a large part of 
the Administration’s programme has been enacted into legis- 
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iation and where its practical application is under wav. It 
is a point at which it is possible to survey what has been 
done and to prognosticate, to some degree, what is to come. 
I believe we should be in a better position to judge if we 
were to look at the historical development of the programme, 

i. The Situation Befo?'e 4 March, 1933. 

Consider for a moment the situation in the months imme- 
diately preceding Mr. Roosevelt’s assumption of office. We 
had had three years of black depression. Unemployment 
figures stood at upwards of 15,000,000. The Hoover 
Administration had attempted to arrest the downward spiral 
of deflation by pumping credit into the veins of business 
through open market operations by the Federal Reserve 
System, and to bolster up the weakening financial structure 
of the country through large loans from the Reconstruction 
Finance Corporation. These attempts ended in sad failure. 
Worse still, in January and February of 1933, an unparalleled 
financial panic started under way. Hoarding of currency 
reached incredible figures. A wave of bank moratoria 
swept over the country. State after state was engulfed until, 
in the night of 3 March, the wave broke over the financial 
capitals of the country, New York, Chicago, and Boston, 
A few hours after President Roosevelt had taken the oath 
of office, he had issued a proclamation closing every bank 
in the country. 

This event is of capital importance in the subsequent 
development of the programme. If the financial crisis had 
not come to a head, it might have taken years to put through 
a revolutionary programme. The closing of the banks 
dramatized the crisis and rallied public opinion. Had the 
President elected to nationalize our entire banking establish 
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ment^ I am convinced that there would have been barely 
a murmur from the country. He elected to proceed more 
slowlyy but with almost equally drastic results. 

ii. Preservation of the Financial Str'ucture, 

The immediate task of the Administration was to preserve 
the financial structure of the country. The banking mora- 
torium, the suspension of gold payments, an embargo on 
gold exports, served for a moment. Almost immediately 
the Administration proceeded ■ to complete the process of 
deflation as rapidly as possible. The weakest banks were 
placed under Federal conservators or merged with other 
institutions, A programme of sweeping governmental 
reorganization was put through. The ordinary expenses of 
government were pared to the bone and the budget was 
brought into approximate balance. 

iii. Immediate Relief of Unemployment, 

The next step was clearly indicated — the immediate relief 
of unemployment. A Reforestation Corps was created for 
the re-employment of 250,000 men at a relatively small cost. 
To relieve suffering a grant of $500,000,000 for direct relief 
was made to the states. An unprecedented public works 
programme involving $3,300,000,000 was projected. The 
Government went into the power business through the large- 
scale Tennessee Valley improvement programme. 

iv. Measures for Raising the Price- Lev el and Reducing the 
Burden of Private Debt. 

From the very beginning it was clear that the Adminis- 
tration regarded these measures as mere panaceas. A really 
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permanent reconstruction, it was feit, could be started only 
through a raising of the price-level and a reduction of the 
appalling burden of private debt. As a beginning, these 
measures were to be applied to the agricultural population 
which had suffered from low prices for more than a decade. 
Through the Basic Commodities Act, the Government 
undertook to secure a fair price for the producers of such 
commodities as wheat and cotton, by granting them a bounty 
to be raised by imposing taxes on the processers of these 
commodities. In return for these bounty payments, the 
farmers were to undertake to reduce their acreage in accord- 
ance with a fixed scale in order to assure against overpro- 
duction. Under the Farm Mortgage Act, mortgages were 
to be refinanced by a governmental agency, A similar 
mortgage measure was enacted for the relief of home owners 
who could not meet their payments. 

Most of these measures were a far cry from Mr. Hoover’s 
hugged individualism’, but they were in no sense revolu- 
tionary. Any liberal administration with an understanding 
of the exigency of the situation might have done the same. 
Yet, truly far-sighted statesmanship could not rest satisfied 
with what had been accomplished. To restore a well- 
balanced economy it was necessary to raise the general price- 
level as well as the prices of agricultural commodities. To 
maintain such an economy once it had been reached, it 
would be necessary to exercise a considerable degree ot 
governmental control over capitalist enterprise. A few 
steps in the latter direction had already been made. The 
railways were brought under closer governmental control 
by the appointment of a Federal Railway Co-ordinator. 
A Drastic Federal Securities Act provided for severe scrutiny 
of the marketing of stock and bond issues. Nevertheless, 
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at no point had the primary forces of economic life been 
placed in leash, 

V. Currency Legislation. 

The way for the great change was opened by the enact- 
ment of the currency provisions of the Basic Commodities 
Act. The President was empowered either to expand the 
currency through open-market operations by the Federal 
Reserve System, or to issue several billion dollars of paper 
currency, or to decrease the gold content of the dollar within 
certain limits. 

Within a few days after the enactment of the new currency 
legislation, the United States had gone off the gold standard, 
and shortly thereafter a joint resolution of Congress abrogated 
the gold clauses of public and private obligations. The 
Administration seemed to be committed to the view that 
inflation was the essential prelude to a return to prosperity, 
even though no inflationary measures were actually under- 
taken. 

Now, inflation, even when properly controlled, involves 
a most serious dilemma. There is no question that its initial 
effect is to raise prices and usually to increase business. But, 
always the rise in wages lags behind the rise in prices. Thus, 
not only is labour deprived of its share of the benefits of 
inflation (indeed, prices may rise to such an extent that an 
actual reduction of real wages results), but the purchasing 
power of the people is not increased and, in time, the boom 
which inflation has brought forth may explode with disas- 
trous effect. 

vi. The National Recovery Jet. 

By a rare stroke of luck the Administration was presented 
with a way out of the dilemma. In April the Senate had 
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under consideration the so-called Black Thirty-Hour Amend- 
ment, an offshoot of a well-intentioned but incredibly absurd 
‘Share-the-Work’ movement which had lan2;uished and 
expired in the last weeks of the Hoover Administration. 
Under this Black Amendment^ all or certain classes of wage 
earners would have been forbidden to work more than thirty 
hours a week. It was a silly bill, but it seemed very likely 
of passage when the Administration seized it, quietly 
smothered it to death, and substituted for it the National 
Recovery Bill. 

Now we have reached the very keystone of the new 
economic arch, and we should consider for a moment the 
whys and wherefores of the Provisions of this National 
Recovery Act. Each industry is to draw up a code, to be 
adopted voluntarily, but v/hich once adopted becomes en- 
forceable in the courts. These codes are to contain pro- 
visions for minimum wages and maximum hours of work. 
To maintain these standards, employees are to have the right 
of free collective bargaining through trade unions of their 
own choice. Here we have a shortening of the hours of 
labour in order to bring about re-employment, and a raising 
of wage levels in order to restore purchasing power. 

Now, obviously the employers are not going to shorten ^ 
hours and raise wages unless they get something for it, and 
the Act offers them a real quid quo. They may agree 
on measures to stabilize the industry, eliminate unfair com- 
petition, and secure the exemption from the operation of 
the Anti-Trust laws which they have so long demanded. 
On the other hand, the government secures the possibility 
of exercising a rational control over industry through its 
supervision of the drafting and enforcement of the codes. 
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vii. Immediate Difficulties in the Jpplkation of the 
P7^ogra7nme. 

Here then, was the programme all written out on paper. 
Barely had it been enacted when the first difficulties appeared. 
InmdLbly there was a sharp increase of production m order 
to pile up stocks before the codes came into opeiation, a 
buyhw up of commodities in order to forestall the expected 
rise in agricultural prices. The result was a speculative 
boom of; most unhealthy character. Fortunately it was 
short-lived. The Administration saw the danger of a too 
rapid rise of prices, the commodity exchanges were placed 
under some measure of control, and the possibility of govern- 
mental price fixing was bruited. At the same the 

President brought out his ‘blanket code’ to serve as a stop- 
gap until the permanent codes could he P^t ^to force. 
Finally, all the machinery of propaganda with which we 
had become familiar in time of war was brought into play 
to bring the force of public opinion to bear down on recal- 
citrant employers. The ‘blue eagle’ of national recovery, 

■ which all concerns and persons participating m the national 
recovery programme were entitled to display, became the 
new symbol of patriotic endeavoui. 

Nevertheless, the immediate dangers are by no means 
passed In the last two weeks the prices of finished pi oducts 
Lve been rising faster than those of basic commodities. 
Wheat prices, for example, have been maintained at a fair 
level only through exchange restrictions. This, by the way 
has caused considerable difficulties on the Winnipeg gram 
exchange since traders have rushed_ to buy there at lowei 
prices than are permitted in the Chicago wheat pit. ^ ome 
raw material prices have risen disproportionately with un- 
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fortunate consequences. For instance^ building construction 
which had been enjoying a fair measure of revival has fallen 
off again because of the rapid rise in the prices of building 
materials. The other day. Professor Ogburn* who had been 
associated in an advisory capacity with the Recoverv Adminis- 
tration, resigned in protest over what he considered the 
inadequacy of the Administration’s efforts to protect the 
consuming public. Most serious is the hesitancy of several 
large industries, particularly the steel industry, to draw up 
satisfactory codes. In some part this hesitancy is due to 
a legitimate feeling against an increase in production costs 
at so uncertain a time. Their main objection, however, 
seems to be against the trade union provisions of the Recovery 
Act. If these industries persist in maintaining their open 
shop policy, it may mean the collapse of the whole pro- 
gramme. These are only a few of the hurdles in the road. 
Whether they can be removed by conciliatory means or 
whether governmental coercion will have to be resorted to, 
the next few weeks will tell. 

viii. The Ultmwte Objectives, 

After this summary glance at the course of the American 
revolution, we might well ask ourselves some questions. 
What is the goal we are striving for? What dangers lie 
in the way? And most interesting for our present assem- 
blage, what are the international implications of all this? 

The first question can I think be easily answered. The 
Administration desires, first of all, to refashion the economic 
structure of the country so as to secure a more equable 
distribution of the national income. Secondly, it desires this 
new economy to be a stable one, protected from the violence 
of boom and depression. The essential elements in attaining 
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dicse ends, I take to be an intelligently organized labour 
niovement, such control of capitalist enterprise as can. steer 
it safely between the Scylla of monopoly and the Charybdis 
of cut-throat competition, control of the creation of coipital 
g<'>ods, and the maintenance of a stable price-level. 

ix. Domestic Problems of the Future, 

I need not tell you that these elements raise exceedingly 
difficult problems. Take the first of them — the organiza- 
tion of labour. Since the war, the American labour move- 
ment has suffered from all the diseases which one could 
imagine. Most of the trade unions were incredibly weak, 
only a minute proportion of the workers were organized, 
many unions were under corrupt or criminal leadership. 
Trade union treasuries are practically exhausted by three 
years of depression. Without money and without leader- 
ship you cannot build a strong labour organization. With- 
out such an organization the provisions which lie close to 
the heart of the National Recovery Act will become dead 
letters. The result is that, until labour can be organized, 
the government will be forced to represent labour in making 
wage agreements with employers. Here then we have the 
crux of the matter j revolutionary though the programme 
may be it will not amount to a brass farthing unless we 
possess a wise Administration and a strong, efficient, and 
socially intelligent body of civil servants. 

You can see the overwhelming importance of this in the 
other elements which I have denominated as essential. 
Control of capitalist enterprise obviously requires eternal 
governmental vigilance. One of the main causes of depres- 
sion has been the piling up of capital goods, factories, 
machinery, railways, during boom times. The one effective 
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instrument for the control of the creation of capital goods 
is an income tax so adjusted as to discourage investment 
in times when investment is dangerous to the public welfare. 
Here again we need an Administration which can direct 
matters intelligently. The maintenance of a stable price 
level may involve a managed currency, a ‘commodity dollar’ 
perhaps. You can see what a mess could be made of our 
economic life if the currency were managed by inexpert or 
corrupt hands. 

At the present moment we may be under way towards 
securing the kind of civil servants which a programme of 
this kind demands. You have all heard of the President’s 
immediate advisers, the famous Brain Trust. You may not 
know of the revolution which has been brought about in 
the personnel of a number of the governmental departments. 
The Departments of the Interior, Agriculture, and Labour 
particularly have been restaffed, in part, with men whose 
calibre could hardly be matched even in the justly famous 
British Civil Service. You may be interested in a little 
story which has caused some sardonic laughter among old- 
line politicians in Washington. An enterprising young man 
with considerable political backing was proposed for the post 
of Indian Commissioner, He was intelligent, of good 
appearance, he had been a hard-working Democrat, and 
his political backers were powerful But the expected 
appointment did not come. Finally, the young man made 
a direct inquiry. The reply came that he could not be 
appointed Indian Commissioner because he had no sense of 
social justice towards the Indians. 

But even if we get an efficient civil service during this 
Administration, how long will it stay that way? The 
dispossessed politicians will not long remain quiescent. Our 
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industimlists are well aware that goverumeiitai control is 
inevitable. Will they not attempt to possess themselves of 
the controlling posts? If they do, then our last state will 
be worse than our first. We have fashioned a system which 
is capable either of much good or of infinite evil. And 
the greatest of these evils is a permanent industrial Fascism. 

X. lnte7‘?iational Problems: (e/j The W or Id Economic 
Conference and the Change in American Ideology. 

So much for the hopes and fears of our domestic situation. 
What are we to look for in the international sphere ? 

During his campaign Mr. Roosevelt returned again and 
again to the orthodox Democratic doctrine of a lower tariff. 
Although he had executed a sad volte-fnce on the League 
of Nations, most of us telt that we were due for a period 
of closer international co-operation. For some months, 
the Administration was an enthusiastic supporter of the 
projected World Economic Conference. Why the sudden 
change in this attitude? 

You must remember that the Roosevelt Administration 
took office as a Democratic Liberal government of the more 
or less conventional type. Secretary of State Hull is the 
personal 'embodiment of this early character. During the 
next three or four months the Administration moved con- 
tinuously towards the left. When the stabilization crisis 
struck the London Conference, not only had the American 
economic scene undergone vast changes, but these changes 
were reflected in the new ideology of the Administration. 
There had been no revolution in personnel but there had 
been a revolution in ideas. On the one hand the Adminis- 
tration felt that it could not consider stabilization until the 
fires of experience had revealed the proper level,. On the 
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other hand it exhibited the very understandable irritation 
of one who has recently found a new faith towards those 
who still hold blindly to what the convert feels to be ancient 
superstitions. l"he French and British persisted throughout 
in considering depreciation of the currency as a weapon of 
international economic warfare. At no time did they seem 
to realize that the United States was following a new road, 
that all the advantages which depreciation might give in 
foreign trade were being deliberately erased bv an increase 
in domestic production costs. By the middle of June the 
Administration had lost much of that interest in foreign 
trade which had so long distinguished Democratic policy, 
at least when the party was out of office. True enough, 
there still existed considerable confusion of thought on the 
American side as the outcry against the gold bloc nations 
for their refusal to drop the gold standard shows. If these 
countries had gone off the gold standard they would have 
been able to sell to the United States more cheaply, unless 
they too would embark on a programme of raising production 
costs of which there was very little likelihood. The only 
danger to the American economic programme which the 
maintenance of the gold standard involved was that it offered 
a refuge for the flight of American capital. But this . danger 
was really a slight one as the recent return of considerable 
capital to the United States has shown. 

(^h) The Trend tozvnrds Economic 'Natmialism. 

The collapse of the conference was only an incident. 
The future holds greater dangers. There can be little 
question that the United States is embarking on an era of 
intense economic nationalism. The character of our 
recovery programme points towards it and the new propa- 

Problems of Peace Kt 
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gandistic activities will no doubt intensify it. This sort of 
a situation augurs ill for world co-operation. Our big-army- 
and-navy people have been quick to seize the opportunity, 
and we are now on the eve of the largest naval building 
programme in the history of the United States. 

Worst of all perhaps, all hopes of wholesale tariff reduc- 
tions seem to have gone up in smoke. Interestingly enough 
this coincides with the passing over to protectionism of a 
number of prominent free trade theorists, particularly Mr. 
John Maynard Keynes. Personally I am not quite readv 
to follow the new’ gospel, but in all fairness, one must point 
out one possible consolation. If our recovery programme 
requires the maintenance of high tariffs, it seems, on the, 
other hand, to be leading towards a reduction and perhaps 
abolition of our export surpluses. In other wmrds, our 
industry may be so adjusted as to occupy itself only with 
the domestic market. Those countries which tind it im- 
possible to sell in the United States because of high tariffs, 
will be able to sell to better advantage in other countries 
where they will be freed from American competition. 

I am not sure that this is much of a consolation. Obviously 
it would be far better if production costs all over the world 
were raised so as to achieve an approximation between world 
prices and American domestic prices. This was the thought 
behind President Roosevelt’s message to the London Con- 
ference in which he advised other countries to adopt the 
same policy as the United States. Now it may seem to us, 
who are daily witnesses of the high cost of living in Switzer- 
land, that this is silly. But we must not forget that there 
are many countries in which labour costs stand at a very 
low figure. It was most unfortunate that the American 
price-raising proposal should have become entangled with 
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the currency problem. Just because the United States 
chose to initiate its policy by going off the gold standard 
does not mean that price raising and currency depreciation 
are inevitably tied together. Japan and Great Britain have 
long been off the gold standard without any appreciable 
increase in the wage level. It wmuld be perfectly practic- 
able for France^ for example, to embark on a policy of 
enforcing shorter hours and higher wages without impairing 
its currency in the slightest degree. But while it would 
be a fine thing for most countries to bend their energies 
towards raising prices and wages, the political realities of 
the world scene stamp the whole idea as visionary. How 
can you expect the controlling interests in, say, Japan or 
Italy voluntarily to submit to a strengthening of the labour 
movement and a rise in costs of production? Nor do I 
think that a country like Great Britain which has tasted 
the heady v/ine of a revival of foreign commerce would 
willingly chance a loss of its new gained advantage to coun- 
tries like Germany where wage scales are going down 
instead of up. There is no question but that we are now 
witnessing an upward movement in v/holesale prices every- 
where. Yet, for some time to come American prices will 
probably rise faster than world prices, wfith consequent 
maladjustment of world economy. 

On the whole it would seem that the new American 
policy will be a disturbing factor in international relations. 
During the wrecks when the dollar fluctuated violently, 
it was certainly most disturbing to international trade. For 
some time to come, the refusal to lower tariff barriers, if 
such should be the case, will cause considerable difficulties 
to countries doing business with the United States. But, 
there is this to be said in mitigation. We are on the flood 
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tide of a gi'eat enterprise of reconstruction, Wc are pro- 
ceeding on it with unbounded enthusiasm and singlc-iniiidcd- 
ness of purpose. Should we succeed in bringing to life a 
new and better body economic we will fiave done much 
more for the peace and happiness ot the world than tran- 
sitory monetary and tariff concessions C(3uld do. There 
have been two schools of thought in regard to the essentials 
for recovery. One school believes that tire revival of inter- 
national trade comes first; therefore we must have reduction 
of tariffs, cancellation of intergovernmental debts, re-estab- 
lishment of the gold standard. Ifhe other school preaches 
that the welfare of the whole wn'll best be reached if each 
country sets its own house in order. For good or evil the 
United States has chosen the road indicated by the latter 
school. Impediments to international trade are now^ secon- 
dary matters as far as our country is concerned. Our great 
task is to continue the work to which wq - have set our hands. 
If we should succeed our example may prove contagious, 
but for the present U. feut culitver notr^e jar din d nous, 

(c) Other Factors in American Foreign Policy. 

There are certain other factors in the foreign policy of 
the United States, not irnmediatelv connected with the 
economic programme, which hold out considerable hope. 
For one thing we shall undoubtedly recognize Soviet Russia 
in the near future, and thus ring down the curtain on an 
absurd farce which has been too long protracted. It is 
difficult to secure a full view of the Cuban situation from 
this distance, but the President’s policy in that unhappy 
imbroglio seems to be imbued with wisdom and tact and 
holds out promise that Cuba will at last be freed from its 
bondage to the sugar interests. 
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Happiest of ail, in mv opinion, is the new tone which 
has entered American foreign policy. For decades the 
United States has adopted a ‘holier-than-thou’ attitude in 
the international sphere. We have been prone to conceive 
(Hirselves as the saviours of mankind while our actions have 
often belied our v/ords in the crassest fashion. The Adminis- 
tration has now said in so manv words that the United 
Stares is interested first of all in the United States. From 
now on, we may be sure that any offers of international 
co-operation on our part will have a more realistic founda- 
tion and a more honest aspect. W e may not have any more 
high sounding moral pronouncements, but at least we shall 
not have such shameful incidents as the invasion of Haiti 
and the economic subjugation of Cuba. As to wTich is 
more conducive to international good feeling I leave to your 
own appreciation. 
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i. Changes in the State System. 

T he discussions so far have dealt with the record 
of current events affecting the League and with 
special instances of League action, 'The policy embodied 
in the League st'^stein is to be judged by reference to such 
experience. And by continually reviewing what has been 
done or considering the reasons for failure, when it has 
occurred, we shall make more secure the organization of 
peace. We may even, by spreading a knowledge of the 
facts, reduce the dangers of war. 

But besides this general review and discussion of separate 
problems, some consideration should be given from time to 
time to fundamental principles;, partly because these may 
be obscured in the discussion of details of policy, partly 
because events throw new light upon old principles aiid 
may compel their revision. The events which concern the 
League system are not only those in which League machinery 
has been used, such as the Manchurian issue ; for the League 
is part of the State system aiid conditions are changing in 
that system quite outside the immediate concern of the 
League. Government is changing its relation to industry, 
finance, and commerce; and new types of government, as 
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in Germany, are affecting the relations between ail govern- 
ments. The League is a system of co-operation between 
States; but States are acquiring new characteristics and co- 
operatioii may therefore have new meanings. Again, it 
is important in practical politics to watch for modifications 
iii the social atmosphere — in the prevalent habits and beliefs, 
although it may be difficult to describe those changes clearly 
and still more difficult to be a weather-prophet and to say 
vdiether Tiir weather’ or another ‘depression’ or even 
ffhunder’ is likely. But whatever the prospects may be, 
clearly changes both in political structure and in social 
atmosphere are occurring which affect the whole State 
system. 

One of the most important social changes in recent years 
is in the general loss of confidence, not merely in the security 
of money claims but also in the authority of governments; 
and even the assumptions on which our social system rested 
fifty years ago are now disputed. What was once regarded 
as fundamental is now no longer fundamental precisely 
because it is the subject of dispute; and when no common 
ground is accepted by tveo disputants, one or other tends 
to appeal to force. Some of those who, in any case, would 
prefer the League system to be weakened or dissolved, have 
asserted loudly that the Manchurian case and the futility 
of the World Economic Conference and the bare survival 
of the Disarmament Conference have shown that the League 
is useless; and in the general weakening of the moral 
authority of Treaties, there is a revival of the old belief 
in the inevitability of war. Force flows in to fill the vacuum 
left by the dissolution of authority. 

Others, however, think that the ill success of the League 
system has revealed, not the defects of that system but the 
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character of the Govcniniciirs vvhiich compose it. As the 
proverb says, caimot make a silk purse out of a, sow's 
car. Ycru cafinot chanite the basis of a traditional State 
system, if the States themselves remairi armed camps. It 
is not a question of the policy of governments merely. It 
is not merely that one political party rather titan another 
has control of this or that State. Not this or that govern- 
ment but government itself is in question. Not which way 
you ya3te but what the assumptions are upon wliidi citizen- 
ship rests — that is what matters when fundamentals are in 
dispute. What is at stake is civilization itself, now opposed 
to barbarism once again, in the increasing tendency to appeal 
to force. 

The most obvious sign of government is authority. But 
upon what is authority based? For centuries men may not 
ask that question. They acquiesce, by untiu’nking habit, in 
any commands that have certain conventional signs attached 
to them. Authority is known by its cocked hat or its crown 
or the red band round its military cap. And in the i^eague 
system, as well as in national affairs, authority is required; 
but the authority of the League is dependent cntirelv upon 
the authority of the Governments of the States which are 
its members. What then is the basis of the authority of 
the League and of the Governments which conipose it' — 
including, before Japan repudiated her membership, the 
Government of Japan? The fundamental question in the 
Manchurian dispute is not why the other members of the 
League did not enforce their judgement, but why one 
member, the Government of Japan and the whole Japanese 
people, thought it right to violate three 'Lreaties, or tliought 
— if they really thought — that what they did wars ]iot a 
violation of their pledged word. Allis same issue has been 
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raised in an abstract form in discussions about a certain 
resolution passed by the Council of the League of Nations 
Union. And the ‘Japanese’ view appears to be held by 
some important members of the Union; that is to say5 it 
is held by them that if and when one’s own Government 
decides that it is not breaking a treaty by taking action 
which all competent judges condemn, then one is bound, 
as a citizen, to follow the judgement of one’s own Govern- 
ment. On such principles, the League system is accepted 
only in a ‘Pickwickian’ sense. We agree to abide by the 
judgement of the organs of the League, so long as we do 
not think that they are wrong! But what moral authority 
can a system have, whose constituent members reserve to 
themselves the right to reject the system when it seems to 
them to work injustice to themselves? How can a Court 
of Justice operate, if its decisions are repudiated by any 
strong man who dislikes them? Worse still, what moral 
authority has a system if citizens are bound to reject it 
when the particular few of them who constitute their 
government decide to reject it? The government, in 
that case, has control, not only over policy but over the 
morality on which policy rests. But if a man gains my 
assistance by making a promise to act in a certain way, how 
can he claim my assistance in breaking his promise ? Loyalty 
to the State is morally dependent upon the State’s fulfilling 
those conditions for which it is assumed to exist. What 
are these governments? What are the States over which 
they rule? By what moral right do governments rule? 
And when their rule involves action affecting the citizens 
of other States, by what moral right do they take action 
in debasing their currency for the advantage of their own 
citizens, or in raising tariffs for the advantage of special 
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classes of their citizens, or by war — ior Hea\'eii knows wliose 
advantage? llie authority of the League and th:-,it of t lie 
Governments composing it involves cjuestions such as tliese. 

i i . Mora! J uih 07 'ity. 

Authority obviously is of two kinds. in one sense it is 
the actual power to command effccti\'ely ; that is political 
authority. In another sense, authorit)' is tlu' right to com- 
mand, not merely the power to do so; this is awral authoritv. 
But in times when moral autiiority is in dispute, men Hv 
to force; and obscure the issues by identifying political 
authority or actual power with moral a,iitba>rit\^ or the right 
to use power. Force, then, whidi ma.y be useful as a 
supplemeiit to authority becomes its disastrous substitute. 
The resort to force, however, is never ostensibly nor con- 
fessedly a repudiation of moral authority; because those 
v/ho, in fact, use force as a substitute for moral autlioritv 
claim to be using it, not as a substitute* but as a supplement 
to such authoritv. Every war is supported on both sides 
by an appeal to the moral authority of which each belli- 
gerent regards itself as the instrument. .Men and women 
confidently ask the same God to maintain the same prin- 
ciples from the trenches of both sides. And after wars, 
history is written from both sides to show how^ wrong the 
other side was. Gesta Dei per francos. It is tissumed that 
the beaten side is wicked. Force is identified witli moral 
authority. 

The obvious absurdity of this leads some clc\'er men to 
develop a still more astonishing idea— namely that, after 
all, God was on both sides ! I'his deity, liowever, in modern 
times is called Natuie which, in the current mythology, is 
said to select the fittest by a struggle which She— for Nature 
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is female — has devised. The most interesting statement 
of this absurdity in application to war is in Hegel — 'Das 
W eltgcschichte ist das weltgerichte’ ; or in the simpler phrase 
— 'It will all come right in the end’. This assumes that 
the only way in which to discover which side is morally 
right is for each to try to destroy the other: that is to say^ 
there is no distinction between what actually occurs and 
what ought to occur; or, in the traditional phraseology, there 
is no difference between de facto and de hire — anvone w'ho 
has the powder has the right. 

hi. T^he Facts of Experience. 

This engaging theory, however, will not fit the facts. 
It does not explain how men actually command and obey. 
In all parts of the world men live under some form of 
authority. The police who direct the traffic express one 
form of authority; the collector of taxes expresses another. 
Both of these are exercising the authority of the State. 
And within voluntary associations such as the League of 
Nations LJnion, the authority of the organizer of Summer 
Schools keeps some of us sitting in rows. Authority is still 
exercised by parents over children in the traditional family; 
and all churches use authority. 

'Fhe exercise of authority involves the action of some 
under the direction of others — therefore, obedience on the 
one hand and decision on the other. But the reason for 
obedience and the efficacy of the decision are quite different 
in different cases. The nature of the authority differs; for 
in some cases obedience results mainly from fear of the 
conseqiwices of disobedience, and in other cases mainly from 
approval of the order imposed. The distinction is abstract. 
It is a distinction not of different ‘authorities’ but of two 
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distinguishable aspects in all authority. _ For example, the 
police'man directing the traffic is obeyed partly because ot 
fear of consequences and partly because of approval ^ of the 
order he gives. Unfortunately, almost all our social and 
political theory of authority is based upon the thought of 
lawyers; and lawyers are chiefly concerned with people who 
do not obey the law. i ncir expeiience is the expciiencc 
of iaw^ courts- They know only of Fxises’ ; and their con- 
ceptions of law, therefore, tend to assume that law is what 
men do not want to do but have to be compelled to do. 
Thus force, which, in fact, is the basis only ot the criminars 
obedience, if he obeys, is thought to be the basis of all 
obedience ; and force thus comes to be thought to be the 
essential element in the efficacy of all authority. Similarly, 
the primitive system of education was based upon the cntiiely 
false assumption that children do not want to learn and must 
be flogged. And in some of our most modern theories of 
marriage the chief problem of marriage seems to be how 
to be divorced or, in the orthodox tradition, how to keep 
people married who do not want to be man led, Abnoi~ 
malities are wrongly made into the basis for understanding 
life, by those whose business it is to deal wdth abnoi malities. 
But the great majority of men obey the law because of a 
^ vague approval of wdiat it enjoins or from habit based upon 
such approval. And all normal men, even in cases w^hcic 
fear of the consequences of disobedience may operate upon, 
them, feel some approval of such consequences — wdiich is 
an acknowledgement of their consent to tlic law. The 
moral authority of the law rests upon this consent, which 
is a sign of an awareness of the ‘good’ for wduch the 
law exists. 

The diverse conceptions of authority and of the relation 
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of force to authority deeply affect the League system, because 
these diverse and even contradictory conceptions dominate 
the States which are members of the League. The obstacle 
to the work of the League is not merely a defect in machinery, 
nor merely the incompetence or unwillingness of particular 
persons in the organs of the League. That obstacle is partly 
the result of a refusal to face the fundamental principle on 
which alone the League system can operate — namely that 
force gives no moral right, that force may be a supplement 
to moral authority but never can be its substitute. This 
is the principle which is the fundamental repudiation of war. 
It means that it is not simply more convenient but that it 
is morally right to solve inter-State difficulties by conciliation 
and morally wrong to appeal to force as a substitute for 
stating a case. Do we or do we not believe in the principle 
of adjustment of differences by discussion and conciliation, 
the principle of working together for certain common goods 
with those who do not agree with us on other points ? And 
if we believe that that principle is applicable in inter-State 
relations, as opposed to the principle of the appeal to force, 
are we willing to act upon that principle? 

iv. The States- Members of the League. 

What answer do the States- Members of the League give 
to such questions? Among the Members of the League, 
there are two distinct types of State — those in which the 
government is based upon the acquiescence or consent of 
the whole body of citizens including those who are critics 
and opponents of that government’s present policy and, on 
the other hand, those States in which the government is 
based upon the force of some highly organized group which 
refuses to allow criticism, opposition, or the possibility of a 
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chan? 2 ;c of policy in accordance witli criticism from their 
oppoiients among the whole body of subjects. 71ie dis- 
tinction between a citizen and a subject is important. A 
citizen is a person with direct right and power over the 
policy of his government; a subject is a person who obevs 
but has no such right over policy. Minis tlie distinction 
between States is that in one class of State all tlie adult 
population arc citizens; in the other only tht‘ members of 
a selected group. ^ In this second class of Stares — called 
Dictatorships — the got'crnments have complete control of 
the Press; and there ‘'opinion/ within such States cannot be 
influenced by any foreign or external influences which the 
governments find inconvenient. Education in such States 
is used to form a subject population in the fixed mentality 
of some particular social doctrine: and other States are 
regarded as 'wicked’ or as rivals in arms. Mlie States under 
Dictatorship form 'closed’ systems, ha\dng no essential or 
Inner’ integration with other States. 

V. The Methods of Government, 

The methods of government in, the two classes of States 
are the results of different actual experiences. M he States 
of West European tradition called, perhaps unfortunatelv, 
'Democracies’, after many experiments have develo|)ed a 
machinery of discussion, agreement between opponents, and 
command by continually changing 'authorities’. Mlie result 
has been an advance in the health, knowledge, and well- 
being of their citizens and subjects, without precedent in 

1 In France, Switzerland, and some other non-Dictato,rships, women 
have not yet direct political power; and therefore such States are not 
fully democratic. But a fantastic theory saves the facx* of sucli ‘ Democra- 
cies' — the theory that the male ‘represents’ the family unit. 
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:iU history. During the last century the organization of 
transport, the drainage and water-supply of city areas, the 
improvement in housing, and other such advances have 
increased vitality and lengthened life. Education of all 
social classes has rapidly improved; and now for the first 
time in history, in the Democracies, all the children are at 
school and have parents who also have been at school. That 
i^> an immense change ; for hitherto only a few children were 
educated and, when general education was introduced about 
i8yo, most parents had had no education. Even within 
the last twenty years the advances of health, knov/ledge, 
and vitahtv in Democracies have been very great. But 
PTropean travellers still go to non-European countries to 
look with admiration upon advances less remarkable than 
those which have occurred in their own countries. 

At the beginning of the twentieth century, the methods 
of government found useful within the Democracies were 
extended into the international field. The League system 
waas founded upon the principles discovered by experience 
to be useful for the good of common folk — namely discussion, 
agreement between opponents, and command by changing 
Authorities’. The League system is the natural develop- 
ment of the methods of government discovered in West 
European States. It depends upon the validity of the 
principles of 'democracy’. 

On the other hand, at the end of the Great War, a mass 
'neurosis’, due to economic and political disorganization, 
led to violence between groups in Russia, Italy, and some 
other States. Political authority was in dissolution; and 
no one knew where moral authority was to be found. 
Force was used by an organized group in order to seize 
authority. Civil war led to the victory of one group, and 
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Dictatorships were estabiislied. Similar psyciioiogicai experi- 
ence has led recently to a similar system of government 
in Germany. xA.li Dictatorships a.re the results of victory 
in a civil war: and the methods by wliich such gow'rnincnts 
have been established naturally altect their liabits in 'foreign.’ 
policy. Not only Italy and Germany but also Poland and 
Yugoslavia are dictatorships, witlrin the .League: hut thev 
are in fact repudiations of the very principles on wliicli the 
League depends. Some dictators actuallv preacli war — 
which the League is supposed to prevent: and all use the 
League system to cover their preparations for destroying it, 
even to the extent of misusing the positions of members of 
the League Secretariat and of the International Labour 
Office who are their subjects. d.'hus within tlie I.eague 
some States-Members stand for and depend upon principles 
which are openly opposed to the principles (ui which alone 
the League system can operate. 

vi. T/ie Purposes of Go^i}errnnent. 

The contrast between the two kinds of State, however, 
can be stated in another way — considerably less compli- 
mentary to the so-called Democracies. It may be asked 
not what methods are adopted for tlie maintenance of 
authority, but what actual 7ises these methods have? The 
question is not what purpose is in view but what actual 
effects follow from what is done; not what is intended but 
what is the result of the policy of the different govern- 
ments. 

In the so-called Democracies, the conception of the ‘end’ 
in public action is traditionally egoistic. Each citizen is 
assumed to look after his own interest: and the State is 
supposed merely to hold the ring for a free tiglir by all, in 
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wliich each gets as much and gives as little as he can. It 
is supposed that the result will be as good as possible, because 
an. hinsecn hand' contrives that the common good will be 
achieved, if each works for his own good. Again, groups 
within the State are represented as opposing interests’: and 
each group — trade union or employers’ price-ring or church 
or political gang — .fights to get as much as it can for its mem- 
bers. Also the nations or States, which profess to practise 
co-operation, are supposed to be each trying to get as much 
trade or gold or territory as it can by ‘peaceful means’ ! 
Violence is avoided in order that their cunning may have 
a freer field ! And in practice in the great Democracies 
arman'ients firms tout for orders and raise war scares in order 
to increase their profits, sometimes with the diplomatic 
assistance of their governments, which profess to be working 
for peace ! The League system is, therefore, hardly opera- 
tive in the actual purposes and ends achieved by the so-called 
democracies ! The practice of democracy is worse than its 
principles. 

In the Dictatorships the ‘end’ is a common good 5 and 
each citi/xm and subject is compelled to work mainly for 
that common good, as conceived by the Dictator. The 
organization of the State is not a mere holding of the ring 
for rival ‘interests’, but an attempt to make each person and 
each group within the State fulfil a function in the common 
life. War is advocated in some Dictatorships because 
devotion to a common good in war is traditionally under- 
stood by everyone: but no one seems to understand what 
a common good would be in times of peace. The concep- 
tion of a common good is crudely conceived in Dictatorships 
and it excludes arbitrarily certain human beings, as slavery 
did, from a direct share in its common good: but the appeal 
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to work for a common good is the most powt'rful infhieoce 
in the maintenance of a Dicta torsinp. 

vii. Jlar (ind Pt'iu'r. 

In the relation between States the same principles are 
applicable. The war system is maintained h\'- Dictatorships 
and the League sestem is th.e a]ternati\'e so tar developed 
by the other type of State. Clearly no Dictatorsliij) wa,nts 
war at present: but every Dictatorship rests upon the assump- 
tion that war is the fundamental and inevitable relation 
between States. Any Dictatorship may accept the minor 
obligations of membership in the Leagmg tor what it can 
get out of such membership for itself. 'I he i/eague, for 
example, with its great opportunities for rhetorical formulas 
at public meetings may be a convenient means for a Dictator 
to postpone wnir until he is feeling more certain of victory. 
If God or Nature or Right is indeed on the side of the 
big battalions, it would be unfair to It or Him to appeal 
to the ‘arbitrament of War’ until your battalions are big 
enough. The final test of tlie support of God or Nature 
for a Dictator is whether he can afford to pav for enough 
armaments. 

On the other hand, what of the non-Dictatorslfips r 'Flicv 
are supposed not merely to profess but to practise concilia- 
tion, co-operation, and policy based 0!i agreement, ratlier 
than on the will of the party with superior force. But in 
their relations as members of the League, they remain rival 
traders and tricksters or agents for gangs ‘on tlie make’. 
Their professions contradict their policy. 

What then is the test of acceptance of League principles? 
The acts of Governments aiid peoples which are members 
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of the League. If the governments which are supposed 
to stand for the elimination of the appeal to force in inter- 
state relations wish to maintain the League system in 
sufficient authority to be relied upon, they must act at once 
in certain definite matters. They must^ first, make their 
own institutions more efficient in the work for peace. It 
is necessary in Great Britain, for example, that some form 
of Peace Act shall bind all future Governments to keep the 
pledge under the Covenant, as the Spanish Government has 
already bound itself. Thus it may become clear to the 
meanest intelligence that no citizen can be morally bound 
to assist his government to violate its moral obligations. 
1 he acceptance of the League Covenant has changed the 
basis of the State system : now we need to change the domi- 
nant moral attitude of citizens towards the citizens of other 
States. B he law of each State can do something to assist. 
Again, if the Democracies take the League system seriously, 
they must abolish all private trading in the instruments of 
war. To support tendencies which contradict the League 
system is to destroy that system in fact, even if one supports 
it by rhetoric. And finally, the ultimate purpose for which 
the States and the League itself exist must be stated in term's 
of common folk. The common good of ordinary men and 
women and children is the only purpose which will establish 
the moral authority of the instruments of government. 
Can the Democracies achieve a common good more inclusive 
and more genuine than the Dictatorships? 


viii. The Common Good. 

In the confusion of controversy as to ways and means 
in politics, the conception of the purpose of politics may be 
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obscured- War and peace, dicratorsl'ni)s auKi deinocra.ci' a, re 
only metliods by which soinctliing caji be ohtanual. l>ut: 
what is that something? l.1ie question must lx* a,sked ; be- 
cause a disagreement as to rnetlu)ds iiniy liule a, inucii deeper 
disagreement about the end at which we are aiming. It 
mtist not be assimied that we are all working (or tlie same 
end. 'ilie majority of political 'haiders’’ indeed, as well 
as common folk, do not think very clearbr about wlait they 
are ‘at’, 'ilie problem ‘’who is to liaae power?' tends to 
take all attention away from tlie more iinjv.)rtaiit predDlem 
‘what is to be done with power, whoev er lias it r" 

There may be diverse metliods for naiching; the same 
end, as there are different roads to tlie same place,; and if 
war is for the sake of peace, presurnablv both war and peace 
are methods for living untroublcai b\’ one's neighbours. 
Similarly, in the case of dictatorship and democracy, both 
produce roads and drains and other forms of common good. 
There is no disagreement nowadays about the functions of 
any form of government in improving material circumstances. 
But even that agreement is not enougli to satisfy some of us ; 
for roads and drains arc themselves means and not ends. 
What are such things ‘for’? Obviouslv, the\' arc intended 
to improve actual men, women, and children. 'Fhey arc 
intended for health, knowledge, and enjovnient, whicli arc 
the activities of human beings, briicy are tlie means by 
which a certain kind of men, women, and cldldren may be 
brought into existence: and although all forms of govern- 
merit aim at healthy people, democracies aim at something 
more. 

A world of war and of dictatorships organizing nations 
for war may produce very efficient roads, drains, and other 
instruments of civilization. But consider tlic men and 
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and security. 

do tius n.ake h>m warm; and security makes him sleeps 
. and warm and sleepy men are probably happy. And 
Jt would be a p.ty ,f democracy could not produce such 
happ.ness for those who desire it. But somf of us d'^J 
nioi c Some of us desire to think and to say what we think 
in oidei to think more and to hear what others say in order 

! -■ enjoyment of thinking i^ not very 

Kcspiead; and it can be easily suppressed. In civilized 
communities the number of those who enjoy thinking tends 
to increasee But that tendency makes those who do not 
cnjov thinking very uncomfortable. It is so ‘unsettling’! 

hus those to whom thinking is painful and those who 
cannot bear to perceive that others are thinking, fly to 
emotional obscurantism, religious or political. And some 
of those who have been able to think up to a certain point 
become alarmed lest others should continue when they have 
stopped. 7 hese adopt a fixed gospel— Marxian or Hegelian 
or Imme made’. All thinking is supposed to stop where 
the Dictator stops, as in the days when Calvin in Geneva 
condemned Castellion, the advocate of toleration. A ready- 
made new orthodoxy, like Calvin’s, is always as eager to 
persecute as any older dogmatism. ^ The men, women, and 
children who can be produced by the methods of Dictatorships 
wou oe enthusiastic perhaps, but unthinking, and indeed 
unable to understand what thinking is. They would be 
unable to grasp, theiefore, the nature of that process which, 
since the sixteenth century, has made men civilized: and 

^ I'he plea of Castellion against Calvin is like the plea of reason 
against modern dictators. It is -well stated in the quinque impeditorum 

. * brevis enumeratlo. 
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their community would be unable to continue the acbtance 
whose latest results they are usinu; when tiiev retorm educeuioji 
or build roads. 

ix. Peace, and the Coyn’mou {doO(I, 

"riie modern State system under dcmocrac\' is tlie resuk 
of the same intellectual and emotional forces whici] show 
themselves in modern science^ art, arid common Ike. 'I liese 
forces operate in tlie gradual attainment of trutli by dis- 
cussion and free inquiry and of good h\' experiment, k’lie 
State system witliin eyerp State is the means by which force 
has been eliminated and moral authority increased in the 
relations between men. M'he State is essentially an instru- 
ment of peace. War is a surviyal from primitive times, 
before the State existed. Ci\nl war lias bee?) made unneces- 
sary under democratic principles by devices for changing 
conditions otherwise than by contests of opposing groups. 
War between nations we are now trying to render im neces- 
sary by similar devices. But there is a set-back. Kconomic 
distress makes some people reckless; and they fly to primitive 
habits. Dictatorship is a return to barbarism. But even 
if the whole world fell into barbarism, under an increasing 
mumber of dogmatic Dictatorships, the principles of moral 
authority would be quite untouched by tlie fact that men 
went mad and tried to substitute force for it. 'i'he fun- 
damental difficulty at present, however, is that even among 
the Democracies there is no emotional grasp of what is 
implied in the League system. We still conceive of war 
as the time when men ought to serve a common good and 
of peace as merely a scramble for private gain. But all 
enthusiasm goes to service of a common good; for it is 
dimly perceived by most men that in such service alo!ie do 
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they themselves hnd a life worth living. It is not a question 
of altruisin. Men serve in war not for 'others’, but for 
a larger whole in which they themselves are a part. The 
common good is a form of life for each man, not a gift to 
others: and so the ‘nation’ is conceived by Fascism and 'the 
working class’ by Communism, as a form of life for each. 
I'he moral authority of democracy rests not upon the mere 
fact that greater numbers Consent’ to government; for they 
may ‘consent’ wrongly. Moral authority rests upon the 
enthusiasm for a common good which is really, and not 
merely in opinion, such a good. As philosophers sav, it 
is a heiluc'h emotionally perceived, w^hich compels the 
adoption of certain means to attain it. This value is a 
common good of such inclusiveness and depth that it can 
be attained only by the methods of discussion, experiment, 
and changing political ‘authority’. For the sake of this, 
peace is desirable; and war is objectionable, because it 
obstructs the attainment of this. T'herefore democracy 
must repudiate the false conception of the general scramble 
of individuals and groups, ‘the career open to talents’ and 
all such nineteenth-century falsehood, and stand for a common 
good which all men should serve. 

Ordinary folk may be easily deceived; but they cannot 
be roused to enthusiasm, nor even to the support of govern- 
ment, if they know that their leaders or representatives are 
‘on the make’ or merely agents for some gang which is on 
the make. How can confidence survive, if the Govern- 
ments that profess to support the League include Ministers 
with shares in armaments firms? How can the League 
be supported, if not its opponents in Dictatorships but its 
advocates in Democracies allow the use of officials, even in 
diplomacy, for the promotion of the trade in arms which 
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derives gain from the expectation, of war? C)f wliat use 
is a system for maintaining the sanctity of treaties, if each 
State which is powerful enough is thought bv its own citizens 
to be morally justiiied in repudiating tlicin for its own 
advantage? A time may come when force can he used to 
supplement the authority of the League : but no sucli force 
can operate until at least the moral authority of the League 
system is admitted in practice by its own members, ikit 
the League itself is conceived by iiianv to be merelv an 
arrangement .for preserving the opportunities tor a scramble 
for wealth and power. We are supposed to waige war for 
the sake of peace. But the conceptio.n of peace itself is 
wholly inadequate. We are told to work for peace and tind. 
that what we are working for is not worth having or not, 
for the majority, worth the crffort to .maintain it. .In fact, 
the peace we establish is only an opportunity for eacli man 
to take as much as he can and give as little; and the only 
common good which is conceived to be maintained by the 
State in peace is that of holding the ring wdiile we Hght, 
each for his own hand. It is assumed that each man will 
get what he deserves, if he uses his abilities chiefly^ for his 
own advantage; that each nation or group of men wLi get 
what it should, if each uses its own advantages chiefly for 
itself. Such a world no longer can attract the enthusiasm 
of the younger generation. If that is all we have to offer, 
they will turn to Communism and Fascism, because at least 
these claim to exact service to a comm(,)n good. Crudely 
conceived and mistakenly pursued it may be; but it is not 
a gospel of selfishness nor a gospel of separatism and rivalry 
between all men. And the young will always prefer real 
fellowship, even in restricted company^ to a wilderness of 
clever fellows all on the make. 
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What is dangerous in war and in Communism and Fascism 
is not what is evil in them, but what is good. And it is 
futile to oppose them by showing their defects, if vee have 
not ail alternative to what is good in them that is better 
than theirs. For our purpose here the dominant conception 
of peace must be worth as much enthusiasm and devotion 
as the ancient conception of war. To express this in more 
dchnite terms, we must believe and act as if we believed 
that the tramwayman is performing a-service to the common 
good on the tram, as he would if he were a soldier in a 
trench. But we still treat a man as a hero if he wears 
a military uniform and we assume that the same man in 
anv other dress must be merely looking after his own 
interests. 

What is the common good for which we are working? 
For what should a professor deliver lectures and for what 
should the tramwaym.an take the fares? Is there any 
common good in peace, as definite as the ‘defence’ at which 
war is supposed to aim? If there is not, then the League 
will die of inanition and em^otionai anaemia. But the 
common good to be attained by peace can be stated. It 
is, first, the health and livelihood of all, in which each 
shares, if the other has it. It is my own life in common. 
It is the life of the community, in so far as it is shared by 
all in all its phases. Only if there is a general perception 
of the possibility of creating such a life will the future of 
peace aiid the moral authority of government be secure. 

'Fhc moral authority of the League and of the States which 
compose it ultimately depends upon the enthusiasm for or at 
least the approval of the results of their operation in terms 
of the lives of ordinary folk. If peace is the means of 
justice, then it will last. If it is merely an opportunity for 
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preservint^ uutroubled the cxistin^^ di^.sioa between the 
beneficiaries and the victims of the social system, it will 
collapse as the Roman system collapsed in the Dart: Apes-- 
not because of the attack of barbaruins, hut because the 
maioritv did not think it worth maintaining, i lie weak- 
ness of the League is due to the lack oi moral entnusiasiu 
and imaginativaiess'in those who profess to support ir. no^ 
system for the maintenance of peace can be successful if 
peace is assumed to be a mere scramble for private gain and 
war continues to be believed to be the best instance of service 
for a common good. Merc opposition to tlie barbarism of 
dogmatic dictatorships, resting on force, is not enough.^ 
Moral authority must be reinforced in tlie State systan of 
the Western World by the creation of a new belief in the 
common good. 
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